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PREFACE 


The  tenth  annual  meeting  of  State  Medicaid  Directors  was  held 
in  New  Orle  ans,  March  7—10,  1978.    Sponsored  by  the  Institute  for 
Medicaid  Management,  Medicaid  Bureau,  HCFA,  the  session  marked  a 
decade  of  such  meetings  by  the  front  line  managers  of  the 
Medicaid  program. 

Conference  objectives  were:    to  achieve  better  understanding 
of  Federal  and  State  priorities  and  concerns  in  Medicaid;  to 
discuss  approaches  that  would  enable  States  to  effectively  admin- 
ister their  medical  assistance  programs;  to  update  program  mana- 
gers on  pending  legislation  and  Federal  policies,  and  to  assess 
their  impact  on  the  States;  and,  to  provide  a  forum  for  State 
Directors  to  meet  with  Federal  leadership,  to  freely  discuss 
individual  State  concerns  and  problems. 

The  conference  was  well  received  and  well  attended.    Some  250 
persons  from  State  and  Federal  governments,  provider  organizations 
and  other  interested  groups  were  present.     As  in  recent  years,  the 
agenda  and  the  conference  itself  were  designed  with  heavy  input 
from  State  Medicaid  Directors.     (Overall,  comments  and  feedback 
from  attendees  indicated  a  high  degree  of  satisfaction  with  the 
2-1/2  day  session,  which  covered  many  current  issues  in  the 
Medicaid  programs  across  the  country.) 
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AGENDA 


TENTH  ANNUAL  CONEERENCE  OE  STATE  MEDICAID  DIRECTORS 


March  6-9,  1978 


Sunday,  March  5,  1978 


5:00  -  9:00  P.M. 


Monday,  March  6,  1978 


8:00  A.M.  -  4:30  P.M. 


9:00  -  9:45  A.M. 


9:45  -  10:15  A.M. 


10:15  -  10:45  A.M. 


10:45  A.M.  -  12:15  P.M, 


Registration 

Registration 
Welcome 

Paul  R.  Willging,  PhD 
Acting  Director,  MMB 

Eederal  Update  of  Medicaid 

Paul  R.  Willging,  PhD 

Objectives/Plans  -  Closed 
Meeting,  State  Medicaid 
Directors 

Glenn  Johnson,  Director 

Bureau  of  Medical  Assistance, 
Pennsylvania,  Chairman,  State 
Medicaid  Directors*  Council 

Revised  Medicaid  Quality 
Control  Program 

Victor  Kugajevsky 

Acting  Director,  Division  of 
Quality  Control  -  Medicaid, 
HCEA,  DHEW 

Break 

Welfare  Reform  -  The 
Administration's  Proposal 
for  Welfare  Reform 

Michael  Barth,  PhD 

Deputy  Assistant  Secretary 
for  Income  Security  Policy, 
Office  of  the  Secretary/DHEW 
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12:15  -  1:30  P.M. 


1:30  -  5:00  P.M. 


Lunch 

(1)  Closed  Executive  Session 
State  Medicaid  Directors 

(2)  Closed  Meeting 

Acting  Director,  MMB/ Acting 
Regional  Medicaid  Directors 


Tuesday,  March  7,  iy/o 
8:00  A.M.  -  4:30  P.M. 
8:30  A.M.  -  12:00  noon 


12:00  -  1:30  P.M. 


Registration 

(1)  Closed  Executive  Session 

State  Medicaid  Directors 

(1)  Closed  Meeting 

Acting  Director,  MMB/Acting 
Regional  Medicaid  Directors 

Discussion  Groups 

(1)  Role  of  Administrative 
Remedies  and  Sanctions 
Controlling  Fraud  and  Abuse  in 
the  Medicaid  Program 

Panel:     Charles  Ruff 

Deputy  Inspector  General,  Office 
of  Inspector  General,  DHEW 

James  Patton,  Chief,  Research 
and  Development  Branch,  Office 
of  Program  Integrity,  HCFA,DHEW 

(2)  In-Home  Services  and  Day 
Health  Care 

Panel:    Carl  Allen,  Chief,  Policy 
and  Data  Reporting  Branch, 
Analysis  and  Evaluation  Division, 
MMB,  HCFA,DHEW 

Mrs.  Judith  Lavor,  Branch  Chief, 
Office  of  Policy  Planning  and 
Research,  HCFA,  DHEW 
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1:30  -  3:00  P.M.  continued 


The  Honorable  Tarky  Lombardi, 
Senator,  New  York  State 
Legislature 


Bertha  Levy,  M.D.,  Director, 
Medical  Services  Division, 
Department  Institutions,  Social  and 
Rehabilitative  Services,  Oklahoma 

J.  Melvin  Merchant,  Program  Analyst, 
MMB,  HCFA,  DHEW 

(3)  Child  Health  Programs  in  Medicaid 

Panel:     James  Kolb,  Acting  Deputy 

Director,  Office  of  Child  Health,  MMB, 
HCFA,  DHEW 

Chapin  Wilson,  Acting  Chief,  Program 
Implementation  Branch,  Office  of  Child 
Health,  MMB,  HCFA,  DHEW 

(4)  Skilled  Nursing  Facility  and 
Intermediate  Care  Facility 
Reimbursement 

Panel:     Milton  Dezube,  Chief, 

Institutional  Reimbursement  and  Fiscal 
Standards  Branch,  Division  of  Policy 
and  Standards,  MMB,  HCFA',  DHEW 

Dan  Jehl ,  Deputy  Director,  Bureau  of 
Health  Care  Financing,  Department  of 
Health  and  Social  Services,  Wisconsin 

Gerald  Duiker,  Head  of  Cost 

Reimbursement  Office  of  Nursing  Home 
Affairs,  Health  Services  Division, 
Department  Social  and  Health  Services, 
Washington 

Steve  Sheer,  Director,  Health  Analysis 
Section,  Department  of  Social  Services, 
Michigan 

3:00  -  3:30  P.M  Break 

3:30  -  5:00  P.M.  Discussion  Groups 

(1)  Federal  Role  in  the  Prevention, 
Detection,  Investigation,  and 
Prosecution  of  Fraud  and  Abuse  in  the 
Medicaid  Program 
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3:30  -  5:00  P.M.  continued 


Panel:     Don  Nicholson,  Acting  Director, 
Office  of  Program  Integrity,  HCFA,  DHEW 


Lawrence  Lippe,  Assistant  Inspector 
General  for  Investigations,  Office  of 
Inspector  General,  DHEW 

(2)  State  Medicaid  Contracts  and  the 
Associated  Procurement  Process 

Panel:     Paul  R.  Willging,  Acting 
Director,  MMB,  HCFA,  DHEW 

J.  Patrick  McCarthy,  Acting  Director, 
Office  of  State  Contracts,  0S0,  MMB, 
HCFA,  DHEW 

(3)  Title  XIX  Drug  Program  Cost 
Containment  Controls 

Panel:     Vincent  R.  Gardner,  Acting 
Director,  Office  of  Pharmaceutical 
Reimbursement, MMB,  HCFA,  DHEW 

Roy  Wiese,  RPh,  Program  Manager, 

Pharmaceutical  Services,  Department 
of  Human  Resources,  Texas 

Ms.  Debbie  Dodson,  RPh,  Pharmacist 

Consultant,  Office  of  Medical  Services 
Department  of  Social  Services, 
Arkansas 

Maurice  Goulet,  RPh, M.S.,  Director  MMIS 
Bureau  of  Medical  Assistance, 
Department  of  Public  Welfare, 
Pennsylvania 

(4)  Second  Opinions  for  Surgery 

Panel:     Emily  Nichols,  Chief,  Health 
Services  Branch,  Division  of  Policy 
and  Standards,  MMB,  HCFA,  DHEW 

Ms.  Karen  Quigley,  Director  of  Hospital 
and  Utilization  Review  Programs, 
Medical  Care  Division,  Department  of 
Public  Welfare,  Massachusetts 
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3:30  -  5:00  P.M.  continued 


Lance  Hoxie,  Assistant  Director  for 
Professional  Relations,  Blue  Cross  and 
Blue  Shield  Association,  Chicago,  Illinois 


6:00  -  9:00  PM 
Wednesday,  March  8,1978 
8:30  -  10:00  A.M. 


Ms.  Rhoda  Abrams,  Acting  Director,  Office 
of  Program  Development,  Health  Standards 
and  Quality  Bureau,  HCFA,  DHEW 

"All  Conference  Mixer" 


Discussion  Groups 

(1)  PSR0  Program  -  New  Role  for  States 

Panel:     Robert  Silva,  Acting  Associate 
Bureau  Director,  Office  of  State 
Operations,  MMB,  HCFA,  DHEW 

Helen  Smits,  M.D. ,  Director,  Health 

Standards  and  Quality  Bureau,  HCFA,  DHEW 

Harry  Weeks,  M.D.,  President,  American 
Association  of  Professional  Standards 
Review  Organization 

Robert  C.  Bonhag ,  D.M.D.,  M.H.A.,  Director, 
Bureau  of  Medical  Assistance,  Department 
of  Social  Services,  Michigan 

(2)  Medicaid  Eligibility  Problems 

Panel:    James  Eshelman,  Chief,  Eligibility 
Policy  Branch,  Division  of  Policy  and 
Standards,  MMB,  HCFA,  DHEW 

Ms.  Marilyn  Rymer,  Urban  Systems  Research 
and  Engineering,  Inc.,  Cambridge, 
Massachusetts 

(3)  Section  504 

Panel:    Henry  Spiegelblatt ,  Acting  Director, 
Division  of  Policy  and  Standards,  MMB, 
HCFA,  DHEW 
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8:30  -  10:00  A.M.  continued 


Anne  Beckman,  Attorney  Advisor,  Office  of 
Civil  Rights,  DHEW 


10:00  -  10:30  A.M. 
10:30  A.M.  -  12:00  noon 


Virginia  Balderrama,  Chief,  Health  Branch, 
Office  of  Compliance  and  Enforcement, 
Office  of  Civil  Rights,  DHEW 

(4)  Medicaid  Cost  Savings  under  Third  Party 
Liability 

Panel:     Erancis  Bender,  Medicaid  Third 
Party  Coordinator,  IMM,  0S0,  MMB,  HCEA, 
DHEW 

Russell  Ward,  Supervisor,  Third  Party 
Recovery,  Office  of  Support  Enforcement 
Olympia,  Washington 

Jerome  Hansen,  Chief,  Health  Recovery, 

Bureau,  Department  of  Health,  Sacramento, 
California 

Michael  Skutar,  President,  Skutar  and 
Associates,  Lansing,  Michigan 

Dr.  John  Anderson,  Professor,  School  of 
Management  Sciences,  University  of 
Minnesota,  Minneapolis,  Minnesota 

Break 

Discussion  Groups 

(1)  PSR0  Program  -  New  Role  for  States 

Panel:     J.  Patrick  McCarthy, 

Acting  Director,  Office  of  State 
Contracts,  0S0,  MMB,  HCEA,  DHEW 

Helen  Smits,  M.D.,  Director,  Health 
Standards  and  Quality  Bureau,  HCEA, 
DHEW 

Harry  Weeks,  M.D.,  President,  American 
Association  of  Professional  Standards 
Review  Organization 

Robert  C.  Bonhag,  D.M.D.,  M.H.A.,  Director, 
Bureau  of  Medical  Assistance,  Department 
of  Social  Services,  Michigan 
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10:30  A.M.  -  12:00  noon  continued    (2)  Using  Data  to  Improve  the  Management 

of  the  Medicaid  Program  (The  Medicaid 
Revised  Minimum  Data  Set) 

Panel:    William  L.  Hickman, 

Acting  Director,  Division  of  Analysis 
and  Evaluation,  MMB,  HCFA,  DHEW 

Frank  L.  tee,  Program  Analyst,  Division  of 
Analysis  and  Evaluation,  MMB,  HCFA,  DHEW 

Ms.  Henrietta  Duvall,  Office  of  Research, 
Office  of  Policy  Planning  and  Research, 
HCFA,  DHEW 

(3)  Relative  Responsibility  and  Deeming 
and  Retroactive  Recoupment 

Panel:    James  Eshelman,  Chief,  Eligibility 
Policy  Branch,  Division  of  Policy  and 
Standards,  MMB,  HCFA,  DHEW 

Ms.  tiza  Barnes,  Program  Analyst, 

Eligibility  Policy  Branch,  Division  of 
Policy  and  Standards,  MMB,  HCFA,  DHEW 

(4)  MMIS  (Medicaid  Management  Information 
System) 

Panel:     Robert  Nakamoto,  Acting  Director, 
Division  of  Information  Systems,  0S0, 
MMB,  HCFA,  DHEW 

William  H.  Barnett,  Chief,  Division  of 
Data  Services,  Department  of  Public 
Welfare,  Ohio 

Charles  F.  McDermott,  Comptroller, 

Department  of  Institutions,  Social  and 
Rehabilitative  Services,  Oklahoma 

12:00  -  1:45  P.M.  Conference  Luncheon 

Federal  Initiatives  to  Improve  The 
Health  Care  System 

Hale  Champion,  The  Under  Secretary 
U.S.  Department  of  Health,  Education, 
and  Welfare 

1:45  -  3:15  P.M.  The  Professional  Provider  and  the  Medicaid 

Policy  Formulation  Process 
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1:45  -  3:15  P.M.  continued 


Elsie  M.  Tytla,  M.D. 

Medical  Advisor,  MMB,  HCFA,  DHEW 


3:15  -  3:45  P.M, 


3:45  -  5:00  P.M, 


David  B.  Poythress 
Commissioner,  Department  of  Medical 
Assistance,  Georgia 

Dr.  Irving  Wolman 

Medical  Consultant,  EPSDT  Program, 

Department  of  Public  Welfare, 

Pennslyvania 

Break 

A  Perspective  of  tegislation  Impacting  on 
the  Medicaid  Program 

Ms.  Karen  Nelson 

Professional  Staff  Member 

Subcommittee  on  Health  and  Environment, 

House  Interstate  and  Foreign  Commerce 

Committee 


Thursday,  March  9,  1978 
9:00  -  10:00  A.M. 


Report  of  the  State  Medicaid  Directors' 
Executive  Session 


Chairman,  State  Medicaid  Directors' 
Council 


10:00  -  10:30  A.M. 


10:30  A.M.  -  12:00  noon 


Break 

Public  taw  95-142  (HR-3),  Medicare- 
Medicaid  Anti-Fraud  and  Abuse 
Amendments 


12:00  -  12:30  P.M. 


Don  Nicholson 

Acting  Director,  Office  of  Program 
Integrity,  HCFA,  DHEW 

Closing  Remarks 

Richard  Heim,  Director 
Medicaid  Bureau, 
HCFA,  DHEW 
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KEYNOTE  ADDRESS: 

FEDERAL  INITIATIVES  TO  IMPROVE 
THE  HEALTH  CARE  SYSTEM 


Hale  Champion 
The  Under  Secretary 
U.S.  Department  of  Health, 
Education,  and  Welfare 
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I  do  seem  to  have  a  problem  of  getting  to  places  on  time.  As 
a  matter  of  fact,  lately,  I've  begun  to  think  my  real  avocation  is 
as  a  cloud  seeder.    Every  time  I  get  in  an  airplane,  it  rains  or 
it  snows  but  today  was  unique  and  I  think  I'll  attribute  this  to 
being  a  public  official.     I've  created  some  ground  fire. 

I'm  very  pleased  to  be  here  with  you  today.     I  always  say 
that  most  of  these  meetings  and  conferences  and  conventions  tend 
to  do  more  for  airlines  and  the  host  cities  than  they  do  for  the 
people  involved. 

I  think,  however,  that  there  are  some  gatherings  that  are 
essential  for  clearing  the  air,  for  pausing  in  the  middle  of  a 
complex  and  confusing  set  of  changes  and  for  trying  to  set  some 
new  directions  for  getting  understanding.     I  think  this  is,  or 
should  be,  one  such  meeting  and  if,  after  I've  finished,  you've 
got  questions  or  concerns,  I'd  like  to  hear  them  and  try  to 
respond  to  them. 

And  if  you  can  manage  to  have  them  in  New  Orleans  rather 
than  under  a  flight  path  in  some  place  like  Chicago,  that's  fine 
with  me. 

I  think  I'd  like  to  just  start  by  saying,  what  you  and  I 
are  dealing  with  isn't  trivial  in  any  sense.    We're  dealing  with 
the  health  problems  of  the  most  vulnerable  and  disadvantaged 
populations  in  this  country.    And,  in  truth,  we're  not  doing  a 
very  good  job  of  it. 

It's  not  altogether  our  responsibility  that  all  is  not  well. 
All  of  us  are  trying  to  struggle  against  the  constraints  of  faulty 
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laws,  limited  funds,  fragmented  and  excessively  expensive  health 
care  delivery  systems  and  the  built  in  limitations  of  governmental 
intervention  and  regulations.     But  I'm  not  convinced  that  we  are 
all  struggling  as  hard  or  as  effectively  as  we  might  and  that's 
what  I  want  to  talk  about  today. 

I'm  not  one  of  those  instant  experts  on  Medicaid  that 
Washington  tends  to  breed.     I'm  simply  a  slow-learning  retread 
from  more  than  a  decade  ago  in  California  where  my  function 
as  Director  of  Finance  was  to  complain  about  the  underesti- 
mates of  the  cost  of  Medicaid,  better  known  there  as  MediCal, 
and  to  warn  about  the  dangers  of  turning  the  State's  annual 
negotiations  on  relative  fee  schedules  over  to  allegedly 
more  efficient  third  party  intermediaries. 

Nor  am  I  a  believer  in  the  we  and  they  school  of  Federal- 
State  relations.     I  have,  after  all,  been  a  Fed  for  a  little  more 
than  a  year,  having  spent  almost  all  the  rest  of  my  public  life  in 
the  States  and  cities.    And  today,  I'm  not  talking  about  we  or 
they,  but  about  us  and  our  mutual  concerns. 

I  think  these  concerns  can  be  summed  up  in  one  concise  state- 
ment about  the  economics  of  Medicaid.    Together,  we've  spent  $15 
billion  in  Medicaid  during  fiscal  1976,  and  we  will  spend  $21 
billion  during  this  fiscal  year  but  all  that  added  money,  about  $6 
billion,  is  taking  care  of  about  the  same  number  of  poor  people 
and  improving  the  guality  of  care  those  people  receive  very 
marginally  indeed. 
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Or,  the  problem  can  be  put  less  precisely  but  more  descrip- 
tively.    I'm  chairman  of  the  Department's  advisory  committee  on 
national  health  insurance  issues.     During  the  past  year,  I  tra- 
velled all  over  this  country  with  this  committee,  which  is  made  up 
of  people  of  all  kinds  of  health  competences  and  backgrounds  and 
experiences,  looking  at  problems.        We  saw  migrant  workers  in 
Texas  who  are  almost  totally  unserved.     We  went  through  an  emer- 
gency room  in  tos  Angeles  that  was  being  overrun  by  persons  who 
would  be  far  better  and  much  less  expensively  cared  for  in  ambu- 
latory centers  in  their  own  under-served  neighborhoods. 

We  learned  what  you  already  know;  that  because  of  inadeguate 
planning  and  even  less  adeguate  controls,  there  were  more  than 
enough  high  cost  CAT  scanners  clustered  in  one  metropolitan  area 
that  could  serve  whole  regions  of  this  country,  and  that  expensive 
new  hospital  beds  were  being  built  in  areas  where  there  were 
already  too  many  empty  beds  we  have  to  pay  for. 

No  matter  how  you  choose  to  picture  Medicaid's  current  face, 
there  can  be  but  one  conclusion.     We  can  be  proud  of  our  own 
efforts  but  we  can't  be  proud  of  Medicaid  as  it  is,  and  we  have  to 
try  to  do  something  about  it. 

And  we  ought  to  be  able  to,  and  I  speak  here  of  all  of  us, 
including  the  Administration,  the  Congress  and  the  legislatures, 
because  we  have,  or  should  have,  tremendous  clout  in  the  health 
marketplace . 

By  1976,  the  combination  of  Federal,  State  and  local  govern- 
ment spending  on  health  constituted  over  42  percent  of  the  total 
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health  expenditures  of  this  country  and  that  percentage  is  still 
rising.     We,  clearly,  should  have  the  power  to  change  things.  We 
just  haven't  been  using  it  well  enough. 

So,  we  have  to  do  a  lot  together.     And  the  Federal  government 
is  going  to  have  to  provide  much  better  leadership  and  example 
if  the  job  is  going  to  be  done.     We  hope  we  have  begun,  but 
just  barely. 

One  of  the  first  changes  which  Secretary  Califano  and  I  made 
last  year  was  to  form  the  Health  Care  Financing  Administration. 
In  so  doing,  we  consolidated  the  Department's  health  financing 
activities.     The  creation  of  HCFA  was  a  move  on  our  part  to 
overcome  the  fragmentation,  confusion,  even  fraud  and  waste  which 
had  given  these  programs  a  worse  name  than  they  deserve. 

We  hope  HCFA  represents  more  than  an  initial  step  to  coordi- 
nate Medicaid  more  effectively.     The  new  organization  should  allow 
us  to  develop  a  more  coherent  Federal  posture  and  to  provide 
better  Federal  leadership  in  the  health  systems.     This  Admini- 
stration has  to  be  interested  in  a  lot  more  than  paying  bills. 

Of,  course,  HCFA  is  not  just  a  new  organization.     It's  also 
new  people.     By  now,  I  understand  that  you  met  with  Bob  Derzon  on 
Monday  and,  as  Paul  just  said,  he's  recently  been  joined  by  two 
excellent  managers  with  extensive  State  experience,  Dick  Heim  and 
Frank  Beal,     who  was  formerly  the  Secretary  of  Public  Welfare  in 
the  State  of  Pennsylvania. 

Frank  will  be  the  man  who  will  deal  with,  your  concerns  in  a 
large  part,  about  how  Medicare  and  Medicaid  are  put  together 
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and  I  think  he'll  be  able  to  do  it  from  a  perspectve  of  the  exper- 
ience in  the  State.     As  a  matter  of  fact,  I  think  this  is  the  first 
time  he  will  have  worked  for  the  Federal  government. 

We  want  very  much  for  all  of  you  to  work  effectively  with  the 
new  and  aggressive  leadership  team  which  we've  brought  to  HCFA. 
We  want  your  cooperation  and  support  so  that  we  can  begin  to  win 
back  some  of  the  confidence  that  was  previously  lost.  That 
confidence,  in  my  judgment,  will  only  be  forthcoming  as  we  begin 
to  actually  solve  problems  instead  of  talking  about  them.     As  you 
know,  there  are  all  too  many  of  those  problems. 

While  I'm  sure  that  I  don't  have  to  tell  you  what's  wrong, 
let  me  highlight  several  problems  on  which  we  think  we  can  make 
some  real  progress  in  the  near  future. 

The  first  is  health  cost  inflation  which,  along  with  general 
economic  conditions,  has  tended  to  undermine  Medicaid's  fiscal 
stability.     In  many  of  your  States,  it  may  be  the  single  worst 
problem  in  handling  the  State's  budget,  or  has  been  in  some 
years . 

In  reaction  to  these  budget  pressures,  some  States  have  been 
cutting  back  on  essential  services,  further  limiting  eligibility, 
and  cutting  payment  rates  so  severely  that  even  fewer  physicians 
will  participate  than  formerly.     That's  not  the  way  we  should  be 
going . 

We  should  be  saving  costs  but  we  should  be  doing  it  through 
prudent  buying,  better  contracting,  reduction  of  error  rates  and 
aggressively  fighting  against  fraud  and  abuse. 
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While  I  recognize  how  constrained  all  of  you  are  in  your 
ability  to  make  fundamental  changes  in  benefit  packages,  certainly 
some  progress  might  be  achieved  on  the  margin  in  improving  those 
packages.     For  instance,  long-term  care  policies  are  biased 
towards  institutional  services  and  many  are,  clearly,  not  cost 
effective.    We've  all  seen  what  a  podiatrist  can  do  if  you  don't 
keep  your  eye  on  him. 

To  take  another  kind  of  example,  in  one  State,  a  $2,000 
prosthesis  for  a  nursing  home  patient   isn't  covered.     The  artifi- 
cial limb  is  needed  if  the  person  is  to  go  home.    At  $400  a  month 
for  the  nursing  home,  the  $2,000  would  be  recouped  in  five  months, 
and  yet,  we  don't  do  it  in  some  places  and  on  some  occasions. 
There  are  a  lot  of  similar  examples  and  you  know  them  better  than  I 
and  it's  important  for  all  of  us  to  try  to  change  these  rules 
whenever  we  get  the  chance. 

Another  item:    payment  policies  which  impede  access  to  care. 
In  many  States,  Medicaid  rates  are  severely  limited  and  contribute 
to  the  fact  that  six  of  every  ten  physicians  treat  few,  if  any, 
Medicaid  patients.     The  strategy  of  cutting  costs  by  lowering 
physician  payment  level  is  often  a  contributing  factor  to  this. 

In  many  cases,  I  think  there  are  less  counterproductive  ways 
to  hold  down  costs.     That  doesn't  mean  that  I  don't  sympathize 
with  the  problems  of  payments.     I  think  Medicaid,  in  some  ways, 
has  been  more  imaginative  than  Medicare,  in  trying  to  deal  with 
some  of  those  problems.     Nonetheless,  we  have  a  result;  we  have  a 
problem  with  very  low  rates  for  Medicaid  participation  that  we're 
going  to  have  to  do  something  about. 
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There's  a  failure  to  explore  third  party  liability  and  to 
collect  payment  from  other  resources  that  the  recipient  may  have 
and  that's  estimated  to  be  costing  the  program  about  a  billion 
dollars  a  year.    We  could  use  that  for  services. 

There  are  eligibility  rates,  error  rates  to  about  7  percent 
and  they  cost  us  about  $1.2  billion  per  year. 

There's  another  weakness  which  stems  from  the  Federal  govern- 
ment in  its  various  attempts  to  spur  States  into  various  kinds  of 
action  by  what,  I  think  almost  uniformly,  is  an  ill-devised  penalty 
provision,  and  you  know  the  results  better  than  I.     Sometimes  the 
sanctions  haven't  been  significant  and  States  have  absorbed  losses 
rather  than  institute  control.    More  frequently,  they've  been  so 
large  that  they  would  cripple  the  program  if  anybody  ever  levied 
them,  which  they  don't,  except  on  paper,  and  that's  hardly  a 
desirable  outcome. 

We've  launched  a  new  process  now  with  the  States  to  try  to 
develop  sanctions  which  avoid  both  these  problems,  which  make  it 
necessary  for  States  to  carry  out  their  part  of  the  partnership 
with  effectiveness  and  good  faith,  but  try  to  keep  some  perspec- 
tive on  having  the  punishment  fit  the  crime. 

And  lastly,  we  have  the  problem  of  how  extraordinarily 
complex  this  program  is  to  manage.     When  you  start  out  with  the 
eligibility  rules  in  welfare  and  then  complicate  them  for  the 
basis  of  Medicaid,  that  really  is  probably  as  Rube  Goldberg  a 
device  as  government  has  yet  come  up  with.     And  yet,  the  admin- 
istrative resources,  which  the  Federal  government  and  most  of  the 
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States  have  committed  have  been  inadequate,  even  for  a  program 
that  would  be  much  simpler  to  administer.     The  resulting 
weakness  has  severely  hurt  all  of  us. 

This  rather  long  agenda  is,  sadly,  not  complete.     There  are 
other  problems;  many  of  them  even  more  fundamental  in  nature,  not 
things  that,  as  administrators  we  can  deal  with,  but  they  lie 
there  and  they  cause  problems.     They  include  inadequate  coverage 
of  the  poor,  eligibility  policies  which  have  adverse  family  and 
work  incentives  and  wide  variations  in  benefit  packages. 

Surely,  a  national  health  plan,  which  we  will  propose  this 
year,  will  have  to  begin  to  deal  with  many  of  these  fundamental 
problems,  but  we  must  not  lose  sight  of  the  need  to  deal  now 
with  the  difficulties  which  I  discussed  earlier.    We  must  not 
succumb  to  any  tendency  to  do  nothing  while  we  wait  a  compre- 
hensive solution  in  two  years,  or  three,  or  more. 

Medicaid  is  too  important  for  us  to  gamble  that  way  with 
its  future.     Whatever  its  flaws,  we  must  never  forget  that  this 
program  has  made  care  available  to  millions  of  people  who,  before 
1965,  had  none. 

This  program  has  improved  the  poor's  pattern  of  care  to  the 
point  where  the  eligible  poor  are  using  health  services  at  about 
the  same  rate  as  the  non-poor.  Whether  they're  getting  quite  as 
much  for  their  money  in  some  cases,  is  a  question  but  it's  a  vast, 
vast  improvement.     As  somebody  said,  what  comes  second?    This  is 
the  only  thing  that's  there  for  those  people. 
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So  our  sense  is  that  we  cannot  and  should  not  await  passage  of 
a  comprehensive  national  health  plan.     We've  got  to  make  as  many 
improvements  as  possible  in  the  interim  and  it's  our  belief 
that  if  we  make  these  improvements  and  upgrade  the  performance  of 
the  current  program,  we  will  actually  enhance  the  chances  of 
passage  of  a  more  comprehensive  approach  to  these  problems. 

The  American  people  must  begin  to  have  more  confidence  in 
our  competence  and  capacity  to  deal  with  current  programs  if  we 
are  to  make  further  significant  process  in  this  major  area  of 
social  policy.     We  believe  we've  begun  the  process  to  win  that 
confidence  and  let  me  discuss  some  of  the  initiatives  we're  urging 
you  to  take  with  us.    As  you  will  see,  we  want  your  support, 
cooperation  and  assistance  in  a  whole  host  of  areas.     It  is  our 
firm  belief  that  these  efforts  can  help  both  of  us  do  a  better 
job. 

One  proposal  that  has  generated  a  lot  of  controversy  is  our 
hospital  cost  containment  legislation.     In  one  of  the  Department's 
early  decisions,  which  was  approved  personally  by  the  President, 
we  decided  to  try  to  deal  with  the  ruinous  14  to  16  percent 
inflation  in  health  costs,  about  two  and  a  half  times  the  increase 
in  the  cost  of  living.    We  simply  can't  continue  to  tolerate  that 
and  do  what  else  we  need  to  do. 

These  large  increases  have  been  consuming  a  major  portion 
of  whatever  available  resources  there  were  in  Federal  and  State 
government,  to  perform  tasks  not  only  in  health,  but  in  a  lot 
of  other  social  education  areas. 
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We  designed  our  cost  containment  proposal  to  deal  with  the 
hospital  sector  because  that  is  where  the  problem  is  the  worst. 
Costs  are  projected  to  double  again  in  the  next  five  years.  The 
fight  to  win  passage  of  this  legislation  has  not  been  easy  but  it 
is  continuing.    And  I  can't  believe  we  will  not  succeed  in  an 
endeavor  which  will  benefit  every  person,  firm  or  institution  which 
pays  health  costs. 

Yet,  the  outcome  is  uncertain  for  just  one  reason.  The 
Congress  has  not  heard  enough  from  the  people  who  pay  those  bills. 
They've  heard  from  us,  but  they  haven't  heard  from  the  governors; 
they  haven't  heard  enough  from  your  organizations;  they  haven't 
heard  from  business;  they  haven't  heard  from  consumers;  they  have 
largely  been  listening  to  hospital  administrators  and  they  need  to 
understand  what  the  problems  of  people  who  deal  with  those  hospi- 
tals are  before,  I  think,  they  will  take  the  kind  of  action  that 
needs  to  be  taken. 

I  want  to  remind  you  that,  while  Congress  works,  States  also 
have  an  option  to  institute  their  own  cost  containment  programs 
and  I  would  urge  those  of  you  who  can  to  push  for  their 
adoption.    Several  States  have  already  instituted  programs 
with  impressive  results. 

Hospital  cost  inflation  in  Massachusetts  dropped  from  18 
percent  in  1975  to  14  percent  in  '76  and  is  projected  to  fall  to 
about  8-1/2  percent  in  1978.    Maryland  hopes  to  hold  to  a  9 
percent  increase  in  1978  compared  to  15  percent  in  1975.    New  York 
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is  doing  very  well  and  so  is  the  State  of  Washington.    And  there 
are  others. 

The  message  is  clear.     If  you  find  yourself  under  constant 
pressure  to  cut  benefits  and  eligibility,  a  sound  strategy  at  the 
State  level  might  be  to  suggest  that  the  real  answer  is  the 
hospital  cost  containment  program  in  your  own  State. 

Another  important  step  which  can  be  taken  to  help  hold  down 
costs  without  harming  beneficiaries  is  to  promote  health  mainten- 
ance organizations.    One  of  those  vari-colored  tip  sheets  in  the 
health  area  that  fill  Washington,  recently  said,  Champion's 
problem  is  he's  nuts  about  HMO's.    Well,  I  guess  that's  not  a  bad 
way  to  put  it,  I  am.     I  really  think  they  are  a  very  large  part  of 
the  solution  to  the  problem. 

And  you're  shortly  going  to  be  hearing  from  us  at  great 
length  about  what  we  think  the  opportunities  are  there  and  what 
we'd  like  to  do  about  it.    At  the  Federal  level  we  are  already 
strongly  supporting  HMO  development.    HMO's  have  a  proven  record 
of  saving  10  to  40  percent  in  health  costs  and,  as  organized 
systems  of  care,  they  offer  the  advantage  of  easy  access  to  the 
appropriate  kinds  of  care,  the  continuous,  good,  preventive  care, 
as  against  the  kind  of  acute,  episodic,  costly  care  that  we  now 
mostly  have  to  deal  with.     And  I  don't  know  who  claims  that  that 
care  doesn't  hold  up  in  guality  with  the  fee  for  service  sector. 
In  fact,  it  frequently  is  better  because  of  the  systematic 
character  of  it. 
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We  think  HMO's  should  become  a  major  factor  in  the  nation's 
health  care  delivery  system  and  we're  doing  our  best  to  see  that 
the  growth  that  would  make  it  that  will  take  place.     We  have 
qualified  more  new  HMO's  this  year  than  in  the  whole  previous 
history  of  the  Federal  program  and  that's  only  the  beginning. 

We're  having  a  conference  in  Washington.    We  invited  the 
Fortune  500  and  the  major  unions.    We  expected  maybe  that  we  would 
get  about  100;  we  have  325  of  the  major  companies  in  the  United 
States  attending  that  conference,  which  indicates  that  there  are 
some  other  people  out  there  feeling  the  pressures  that  you  and  I 
have  felt,  in  terms  of  the  costs  of  health  care,  and  want  to  do 
something  about  it.     Also,  doing  something  at  the  same  time  about 
the  quality. 

One  of  the  most  significant  components  of  our  continuing 
strategy  with  HMO's  is  to  make  enrollment  of  Medicare  and  Medicaid 
enrollees  more  attractive  to  HMO's.    We  propose  to  pay  HMO's  in 
their  customary  prepaid  fashion  as  95  percent  of  expected  cost  per 
patient  in  the  fee  for  service  sector.     Most  of  the  savings  which 
the  HMO  would  realize  from  this  new  arrangement  would  then  have  to 
be  used  to  increase  benefits  or  reduce  out-of-pocket  costs  to  the 
beneficiaries. 

The  Department  has  another  major  piece  of  legislation  that  is 
important  to  you  pending  on  Capitol  Hill:    our  Child  Health 
Assessment  Program,  or  CHAP  proposal. 

CHAP  is  designed  to  replace  the  EPSDT  program  and  would 
improve  the  delivery  of  preventive  and  primary  health  care  to  poor 
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children  and  would  insure  as  well  that  more  children  are  served. 
At  present,  only  two  of  the  12  million  children  eligible  for 
Medicaid  receive  screening  exams  annually  under  EPSDT. 

In  addition,  a  recent  study  found  that  28  percent  of  the 
conditions  referred  for  care  were  never  treated.    We  all  know  some 
of  the  reasons  for  that  and,  without  going  into  detail,  CHAP  tries 
to  do  that  with  better  matching  in  certain  cases,  and  a  number  of 
other  formulas. 

With  CHAP,  an  additional  1.7  million  children  under  21  will 
also  become  eligible.    Prenatal  care  will  be  encouraged  through 
extension  of  Medicaid  eligibility  to  all  pregnant  women  who  meet 
State  income  standards;  followup  care  will  be  promoted  by  manda- 
tory coverage  of  certain  services  and  encouraging  assessments  and 
treatments  by  comprehensive  providers. 

And  States  will  receive  a  higher  matching  rate  for  screening 
and  treating  more  children,  with  a  higher  match  for  administration 
as  well,  if  performance  reaches  certain  levels. 

We  think  that  this  child  health  program  is  critically  impor- 
tant.   No  group  is  in  greater  need  of  preventive  services  and 
the  program  can  have  very  significant,  long-term  benefits,  so 
we  hope  you  will  give  your  active  support  and  interest  to  this 
legislation . 

Another  effort  to  extend  services  to  certain  of  the 
country's  underserved  populations  has  already  begun  under  legis- 
lation passed  last  year.     The  Rural  Health  Clinic  Services  Act  of 
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1977  makes  it  possible  to  cover  Medicaid  patients  in  rural  areas 
when  there  is  not  a  physician  directly  supervising  in  the  clinic. 

Services  provided  by  nurse-practitioners  and  physician 
assistants  are  now  reimbursable  when  supervision  by  the  physician 
is  indirect,  rather  than  over-the-shoulder .     Over  700  clinics  are 
expected  to  be  certified  to  participate  in  this  new  program. 
These  revised  reimbursement  provisions  are  expected  to  increase 
substantially  the  availability  of  services  in  places  where  one 
physician  must  oversee  the  operation  of  several  clinics  and  to  do 
so  with  appropriate  attention  to  both  guality  and  cost. 

We  have  also  launched  a  series  of  initiatives  to  improve  the 
management  of  Medicaid.     A  major  effort  is  underway,  for  example, 
to  expand,  and  make  more  effective,  the  Medicaid  eligibility 
guality  control  program.    A  review  for  third  party  liability  and  a 
check  for  claim  processing  errors  will  be  added  reguirements  for 
this  program.    Additional  staff  is  being  hired  by  Medicaid  at  both 
Central  and  Regional  Office  levels  to  help  implement  these 
improvements.     The  guidelines  for  the  States  are  being  prepared 
and  a  series  of  training  sessions  will  be  conducted  for  State  and 
Regional  staff  this  month  on  the  new  reguirements. 

Technical  assistance  to  States  will  be  focussed  on  establish- 
ing the  automated  capabilities  necessary  to  meet  the  needs  of  each 
State.     These  added  reguirements  of  MEQC  will  mean  more  accurate 
and  timely  data  on  erroneous  payments  resulting  from  eligibility, 
third  party  liability  and  claims  processing. 
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We  hope  this  information  will  enable  the  States  to  know  not 
only  the  causes  of  erroneous  payments,  but  also  ways  in  which 
they  can  be  corrected. 

The  total  dollar  loss  in  these  areas,  as  I  mentioned  earlier, 
is  more  than  $2  billion  a  year.     If  uncontrolled,  these  errors 
would  have  resulted,  on  a  projected  basis,  in  a  cumulative  loss  of 
over  $10  billion  by  1981.     In  fiscal  1979,  just  as  we  are  gearing 
up,  together  I  think  we  should  save,  roughly,  $400  million  because 
of  these  efforts. 

As  we  work  with  you  in  these  areas,  we  want  to  be  as  helpful 
as  possible.     HEW  has  committed  more  staff  to  the  Medicaid  program 
and  we  want  to  provide  more  effective  technical  assistance. 

To  this  end,  I  want  to  reinforce  our  commitment  to  the 
Institute  for  Medicaid  Management,  and  I  want  to  urge  all  of  you 
to  work  closely  with  us  to  help  insure  that  the  Institute  works 
well  for  you. 

Controlling  fraud  and  abuse  has  also  been  one  of  our  high 
priorities.     Secretary  Califano  made  it  clear  from  the  start  that 
doing  so  was  a  critical  component  of  the  strategy  to  win  public 
confidence  in  our  ability  to  manage  social  programs.     Our  major 
effort  in  Medicaid,  as  you  all  know,  is  project  integrity. 
Through  computer  analysis,  we  identified  2,400  physicians  and 
pharmacists  where  a  strong  potential  for  fraud  and  abuse  appeared 
to  exist. 

The  resulting  investigations  are  beginning  to  lead  to 
administrative  sanctions,  dollar  recoveries,  and  criminal  indict- 
ments.    In  addition,  we're  now  moving  to  implement  HR-3.  I 


25 


understand  that  almost  30  States  are  considering  the  establishment 
of  Medicaid  fraud  units,  We're  very  glad  to  see  that  kind  of 
interest  and  commitment,  and  we  urge  all  of  you  to  give  similar 
high  priorities  to  these  and  other  efforts  to  root  out  all  forms  of 
fraud  and  abuse. 

One  thing  I  hope  that  you  noticed  in  connection  with  the 
Rural  Clinics  Program  with  HR-3,  I  think  the  management  of  HCFA  is 
to  be  congratulated  on  how  much  more  speedily  they  produced  the 
regulation  —  how  much  more  quickly  and  effectively  they  are 
getting  out  to  the  public  what  the  rules  of  the  road  are  in  con- 
nection with  those  new  pieces  of  legislation  and  I  hope  we  can 
continue  to  do  that.    Not  only  to  do  it  speedily,  but  to  do  it  in 
appropriate  consultation  with  the  people  who  have  to  live  with  the 
results. 

Part  of  that,  which  is  less  dramatic  than  fraud  and  abuse, 
but  I  think  equally  important  to  good  management,  is  what  we  call 
Operation  Common  Sense.     This  is  an  overall  Departmental  effort  to 
make  HEW  regulations  clear  and  understandable,  to  remove  burdens 
from  non-productive  requirements  and  to  issue  regulations  much  more 
quickly. 

We  fully  appreciate  how  onerous  in  many  cases  the  present 
regulations  are  and  we've  asked,  whenever  we  could,  that  people  let 
us  know  which  were  the  biggest  problems  that  were  not  rooted  in 
statutory  law  so  that  we  could  try  to  change  them. 

We  want  to  target  regulations,  not  on  surrogates,  not  on 
certificates  that  something  has  or  hasn't  happened,  but  on  real 
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performance  measures  and  to  maintain  program  flexibility.     I  think 
performance  and  flexibility  are  two  standards  which  the  current 
regulations  fail  miserably  to  meet. 

One  area  where  none  of  us  have  been  very  innovative  is 
in  the  use  of  Medicaid  expenditures  to  influence  the  delivery  of 
health  care  services.     But  there  has  been  some  in  various  States, 
I  think  more  than  at  the  Federal  level.    And  I  think  it's  impor- 
tant that  we  all  begin  to  look  at  those  successes  and  try  to 
develop  some  of  our  own.     Responsible  management  demands  that  we 
exert  our  leverage  and  begin  to  buy  services  more  imaginatively, 
as  well  as  prudently. 

One  example  of  what  a  State  can  do  in  this  regard  is  that 
of  Washington,  which  developed  a  volume  purchase  plan  for  eyeglass 
lenses  and  frames.     They  set  a  flat  rate  for  a  dispensing  fee  and 
they  award  lens  contracts  competitively,  with  the  frames  and 
lenses  then  being  supplied  directly  to  the  provider.    This  program 
is  saving  that  State  about  20  to  25  percent  in  its  eyeglass 
purchases. 

Those  things  don't  sound  large  but  put  each  one  together, 
and  ultimately,  it  has  a  really  major  impact  on  the  character  and 
the  cost  of  the  program. 

Yet  another  area  where  we've  tried  to  make  some  improvements 
is  in  the  relationships  between  the  States  and  the  PSRO.  Through 
several  changes,  we  have  tried  to  make  the  PSRO's  more  responsive 
to  your  cost  concerns.     Recent  regulations  have  outlined  proce- 
dures which  PSRO's  must  follow  when  reviewing  health  services 
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under  the  Medicare  and  Medicaid  programs.     These  regulations  also 
give  your  governors  a  voice  in  assessing  the  capabilities  of 
PSRO's  as  they  develop.     In  addition,  PSRO's  must  reach  agreement 
about  their  functions  with  State  Medicaid  agencies.     We  think 
these  and  other  steps  are,  in  our  opinion,  going  to  lead  to  an 
appropriate  bargaining  relationship  between  States  and  PSROs,  a 
relationship  that  was  not  in  proper  balance  before  but  we  hope  is 
coming  into  one. 

We  are  also  asking  PSRO's  to  move  more  guickly  into  the 
review  of  surgical  services,  and  thus  be  able  to  play  a  key  role 
in  our  efforts  to  fight  against  unncessary  surgery. 

The  current  plan  is  that  by  next  January  criteria  for  75 
percent  of  the  most  common  surgical  procedures  within  each 
specialty  will  be  developed  by  the  National  PSRO  Council  and 
distributed  to  the  local  PSRO. 

We  are  taking  these  steps  and  launching  a  campaign  as 
well,  to  encourage  the  use  of  second  opionions  in  which  some 
Medicaid  States  acted  well  ahead  of  Medicare,  because  of  clear 
indications  that  there  is  too  much  surgery  in  the  United  States. 

Just  to  cite  some  of  that  evidence,  in  the  Federal  Employee 
Benefit  Program,  twice  as  many  operations  are  performed  on  fee  for 
service  patients  as  on  those  enrolled  in  prepaid  plans.  And 
that's  a  tidy  little  sampling  of  something  like  two  million 
people . 

In  immediately  neighboring  communities,  the  rates  of  proce- 
dures such  as  hysterectomies,  colostectomies  and  appendectomies 
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are  known  to  vary  by  up  to  200  percent.  And  the  capping  figure  is 
that  the  overall  rate  of  surgery  in  the  United  States  increased  by 
23  percent  between  1970  and  1975. 

We  think  the  evidence  is  clear  and  we  hope  you  agree.  We're 
suggesting  that  all  of  you  implement  active,  voluntary,  second 
opinion  programs  as  quickly  as  possible.     It  makes  sense  financially 
and  we  think  it's  in  the  best  interest  to  the  beneficiary's 
health.    We're  watching  the  New  York  experiments  very  carefully. 
We  have,  as  yet,  seen  nothing  that  would  indicate  that  that 
is  not  a  good  direction  in  which  to  move. 

All  of  these  initiatives  are,  as  I  said  earlier,  only  the 
beginning.     We  have  a  lot  more  in  the  works.     Bob  Derzon  is 
heading  a  task  force  on  long-term  care  issues.     The  group  will  be 
designing  ways  to  move  away  from  the  current  percent  of  the 
Medicaid  population  consuming  40  percent  of  the  total  Medicaid 
budgets  for  services  being  received  in  nursing  homes  and  inter- 
mediate care  facilities. 

At  the  same  time,  we  will  be  trying  to  improve  our  knowledge 
about  how  to  manage  effectively  the  home  health  services  that  can 
help  deal  with  that  problem.     We  will  be  seeking  to  develop 
universal  billing  forms  for  Medicare  and  Medicaid,  common  reim- 
bursement policies,  common  standards  for  certification,  shared 
data  gathering,  uniform  claims  processing,  joint  programs  against 
fraud  and  abuse,  and  a  host  of  other  integrated  activities. 

I  hope  I've  conveyed  to  you  today  some  sense  of  the  spirit 
that  the  Carter  Administration  and  Secretary  Califano  bring  to 
this  enterprise,  and  some  sense  of  our  priorities. 
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We  have  a  clear  sense  of  the  kind  of  forceful  leadership 
that  the  Federal  government  must  provide  and  of  the  kind  of 
partnership  which  we  need  to  have  with  the  States.    We  hope  and 
expect  that  this  new  Federal  posture  will  be  matched  by  an  equally 
serious  commitment  on  the  part  of  the  States. 

As  a  society,  we've  already  made  a  commitment  to  provide 
access  to  decent  health  care  for  all  Americans.     That  commitment 
has  not  yet  been  honored.     It  should  be.    We  hope  you  will  join 
with  us  as  we  move  towards  that  goal.    You  have  tough  jobs;  so  do 
we.    tet's  try  to  help  each  other. 

Thank  you  very  much. 
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I  want  to  reaffirm  what  I  think  Paul  has  indicated.     That  is, 
if  there's  been  one  central  thing  that  has  come  out  of  this  con- 
ference in  the  last  three  and  a  half  days,  it  has  to  do  with 
improved  communications.    We  feel  that  we  were  able  to  clarify  the 
State's  approach  to  this  type  of  a  meeting  and  discussion  and 
forum.    As  you  may  know,  it's  pretty  difficult  to  bring  50  —  or  49 
States  and  the  territories  together  and  try  to  have  a  discussion 
and  develop  a  sense.     I  think  in  our  sessions  and  throughout  the 
workshops  even,  that  we,  from  the  States'  point  of  view,  have  felt 
that  they've  afforded  us  an  opportunity  for  a  truly  free  and  open 
exchange  of  both  our  ideas  and  discussing  our  problems.  Hope- 
fully, we  were  able  to  derive  some  solutions  that  we  can  take  back 
with  us. 

We  feel  that  one  major  thing  in  this  whole  conference  is  that 
we're  able  to  improve  the  basis  for  communications,  not  only 
within  our  own  group,  but  I  think  with  the  Federal  agencies  and 
other  interested  parties  and  organizations  and  APWA. 

We  did  identify  some  major  problems  and  we  will  offer  some 
recommendations.     I  would  gualify  it  by  saying  that  this  is 
strictly  a  verbal,  skeletal  report.     It's  our  attempt  to  at  least 
convey  to  the  group  the  major  things  that  were  brought  up.  The 
final  written  report  will  be  drawn  from  comments  from  our  parti- 
cular State  agencies. 

One  of  the  things  we  identified  clearly  was  the  need  to 
really  establish  Regional  councils.     We  have  had  them  in  some 
Regions  of  the  Medicaid  Directors  and  in  Region  III  and  others 
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five  or  six  years.     I  think,  finally,  the  other  Regions  have 
identified  and  accepted  clearly  the  value  in  having  them  and  one 
of  the  first  orders  of  business  we're  going  to  have  when  we  go 
back  is  to  assure  that  these  other  Regional  Councils  do  get 
created,  through  which  we  can  then  funnel  our  information  and  get 
a  faster  communication  process. 

Secondly,  we  think  a  very  important  development  is  that  we 
have  created  five  standing  committees  of  the  council:     a  prospec- 
tus committee,  headed  by  Jack  Kent  of  Maryland;  a  program  services 
committee  with  Bruce  Yarwood  of  California;  a  program  integrity 
committee  with  Steve  Press  of  Connecticut;  health  standards 
quality,  Dr.  Emmett  Greif  from  Texas;  and  a  fiscal  and  administra- 
tive committee  with  Dr.  Bertha  Levy  from  Oklahoma.    You  will  note, 
by  the  titles  of  these  committees,  that  we  have  tried  to  structure 
and  identify  a  committee  that,  in  turn,  could  cope  with  a  series 
of  problems  as  they  emanate  out  of  the  present  HEW  organization. 
It  was  intentional  on  our  part  to  do  this  because  we  find  it 
difficult  to  react  to  various  individuals  in  offices  and  in 
bureaus.    We're  happy  to  do  so  but  we  find,  at  least  in  the  last 
year,  we've  had  20  to  30  contacts  from  various  people  in  various 
offices.     We  think  it  would  be  valuable  to  have  a  health  quality 
assurances  committee,  program  integrity,  et  cetera,  so  that  we  can 
link  with  the  organizational  components  and/or  people  within  to 
establish  an  open  exchange  where,  not  only  are  we  going  to  get  in 
on  the  problems  that  may  come  up,  or  propose  regulations,  but 
we're  really  hoping  to  get  at  the  earlier  stage  of  it;  to  get 
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in  on  the  planning  process  for  things,  rather  than  having  you  come 
to  us  after  you've  already  thought  about  the  need  for  certain 
initiatives  or  directions.     We  really  don't  feel  being  reactors  is 
as  productive  as  also  being  in  on  the  planning  and  development 
process.  So  we  really  want  to  underline  that.    We  feel  it's  very 
essent  ial . 

The  committees  are  not  policy  setting  or  policy  emanating 
committees,  nor  is  the  council.     We  see  ourselves  as  gatherers, 
developers,  and  recommenders.    We  will  forward  this  material 
through  some  of  the  established  channels,   (our  own  agencies,  and 
organizations  like  APWA)  and  any  others  that  are  interested  in  the 
health  field.     We  do  anticipate  there  will  be  more  frequent 
meetings  throughout  the  year  of  the  committees  and  the  councils 
because,  if  we  only  meet  once  or  twice  a  year,  you  can't  truly 
be  as  on  top  of  things  or  effective. 

Regarding  fraud  and  abuse  control  units  launched  under  the 
HR-3  law  and  the  regulations,  we  feel  that  we  need  to  take  a  look 
at  the  final  regulations.     There  are  some  shortcomings  and  the 
States  do  have  some  problems  in  administration  and  it  isn't  clear 
as  to  where  something  becomes  investigation  and  should  be  then 
handled  by  prosecut ional  authorities,  especially,  the  attorney 
general.    Also,  whether  or  not  financial  participation  is  going  to 
be  available  and  how  you  make  a  distinction  for  the  roles  of  these 
two  groups.    We  really  think  that  the  regulations,  even  though 
they  may  be  out  and  considered  final,  have  room  for  accommodation 
and  clarification.     Also,  we  need  to  address  the  requests  or 
demands  for  data.     When  you  run  a  data  processing  system, 
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processing  millions  of  claims,  you  just  don't  have  computers 
and  people  sitting  around  where  somebody  says,  I  need  detailed 
information  on  provider  X  or  all  of  this,  the  wheels  are  going  to 
stop  and  overnight  the  data  will  be  available.  It  may  sound  like 
a  very  small  matter  but  when  you  get  into  these  major  administra- 
tive processes,  we  feel  that  we've  got  to  be  sure  that  we  want  to 
readily  and  willingly  respond  to  any  normal,  routine  reguests  and 
we  want  to  cycle  things  in,  so  we  need  to  address  that. 

Another  major  part  of  the  fraud  and  abuse  control  situation 
is  we  think  we  need  to  have  specific  elements  of  the  memorandum  of 
understanding  that  might  be  incorporated  because,  when  we  sit  down 
and  try  to  work  it  out  between  various  State  agencies,  it's  sort 
of  like  a  tug-of-war,  rather  than  one  of  a  mutual  negotiation. 
I'd  parallel  it,  if  you  will,  to  the  PSRO/MOU  that  we  are  trying 
to  develop  under  other  regulations. 

Subject  two  has  to  do  with  guality  control  and  the  proposal 
that  was  presented  to  us  here.     We  feel  that  guality  control 
is  a  good  management  tool  and  it  can  be  very  effective  to  evaluate 
whether  or  not  a  State  eligibility  determination  process  is,  in 
fact,  working  and  how  accurately  it's  working.     However,  we  think 
the  proposed  QC  system  or  expansion  is  not  practical  for  extension 
at  this  time  to  third  party  liability  and  invoice  processing.  We 
suggest  that  alternate  methods    be  explored    on  how  to  check  what 
should  have  happened  on  TPL  and  invoice  processing.     It's  simple 
to  come  up  and  say  we're  going  to  have  a  standard  sample  that  will 
encompass  this  and  that,  but  one  of  the  things  that  has  not  been 
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properly  checked,  our  people  feel,  is  the  capability  of  a  State  to 
really  identify  their  sample  cases  in  the  TPL  and  invoice  proces- 
sing area.     The  assumption,  apparently,  was  that  everybody  is 
highly  computerized  and  extending  this  sample  will  be  simple. 
Again,  we  suggest  you  take  a  very  close  look  at  that  and  we  offer 
to  have  a  group  work  with  you  to  develop  a  sounder,  and  more 
effective  approach.     We  don't  mean  to  minimize  Dr.  Kugajevsky's 
presentation  and  what's  been  done,  but  we  hope  it  will  not  be 
"popped  out"  in  a  matter  of  weeks  or  months  without  further 
massaging . 

Also  a  critical  issue  around  quality  control  is  to  assess  the 
impact  on  States  for  additional  staff.     We  heard  from  the  Federal 
level.     We  think  we  need  to  have  an  individual  State  assessment  of 
what  does  this  mean  if  a  quality  control  revision  like  that  were 
implemented  because  if  we  have  to  stop  and  do  the  QC,  it  could  be 
other  initiatives  will  suffer.     Also,  we  hope  that  the  proposed  or 
final  regulations  on  QC,  if  you  will,  will  be  in  the  Federal 
Register  and  not  as  action  transmittals. 

Third,  we  feel  that  closer  coordination  is  needed  between 
your  IV-D  recovery  initiative  and  the  Title  XIX  agencies.  We're 
hearing  and  seeing  that  certain  things  are  being  evolved  and 
developed  by  the  IV-D  people.     In  effect,  I  guess  they're  off  and 
running  in  some  direction  and  they  really,  apparently,  don't  feel 
the  need  to  coordinate  XIX.     If  you  really  want  to  have  it  suc- 
cessful, we  suggest  that  whoever  is  responsible  at  the  Federal 
level  for  IV-D  and  however  it's  going  to  be  pulled  off,  then  let's 
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surely  get  some  close  coordination  on  it  and  try  to  get  some  Title 
XIX  input.     We  hear  that  it  has  come  about  where  recipients  are  to 
be  repaid  or  given  refunds  of  minor  amounts  of  dollars  like  $5  or 
$10  because,  if  something  was  paid  for  under  our  program,  and 
there's  a  third  party  resource    that  offers  a  higher  fee,  say  $60 
on  what  we  paid  $50  for,  then  we're  supposed  to  refund  $10  to  a 
recipient.     If  you  really  look  into  it,  that  isn't  a  cost  benefit 
analysis  and  somehow    we  ought  to  be  able  to  use  our  ingenuity  to 
get  around  that  kind  of  administrative  pitfall. 

Fourth,  utilization  review  control  proposal.    During  the  last 
year,  a  task  force  of  the  council  involving  some  20  States,  has 
been  working  on  an  alternative  proposal  to  the  four  basic  elements 
of  1903(g)  of  the  present  Social  Security  Act  regarding  planning 
care  for  a  patient  in  a  nursing  home  or  ICF,  a  recertif icat ion 
presently  of  every  30  days  for  SNF  and    60  days  for  ICF,  utiliza- 
tion review  committee  within  facilities  and  medical  review  and 
independent  professional  review  of  all  patients  in  skilled  nursing 
and  intermediate  care  and  other  State  institutions. 

We  feel  we  will  have  a  viable  proposal  to  advance  through  the 
various  channels  within  about  a  month.     And  we  feel  we  do  have 
some  optional  features  that  we  really  hope  will  be  given  careful 
consideration.     We've  got  to  get  away  from  this  paper  compliance, 
this  Mickey  Mouse  of  certification  forms  that  are  supposed  to  be 
in  record  as  a  way  of  assurance  that  actions  are  really  happening 
out  there  in  long  term  care.     To  wit,  we're  saying  the  30-day 
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physician  recert ification    could  well  be  extended  to  a  60-day 
recertif ication  by  having  a  note  in  the  record,  but  with  the 
requirement  that  the  physician  reviewed  or  re-reviewed  the  plan  of 
care.     Instead  of  60  days  recert if ication  we  want  to  make  it  90 
days  because  it's  a  different  ballgame  with  ICF  patients.  They 
don't  need  to  have  that  recertif ication  on  a  60-day  cycle. 
As  we  say,  if  you  go  through  the  process  now,  you'll  find  paper 
compliance  out  there  but  we  feel  you're  only  kidding  yourselves  on 
it  and  let's  make  the  requirements  realistic. 

We've  also  included  in  the  proposal  some  incentive  for  doing 
medical  review  or  IPR  more  frequently  than  annually.    We  feel  that 
there  are  optional  systems  out  there  in  our  States  that  are  very 
effective.    They  range  from  having  teams  almost  continuously  in 
facilities  from  one  week  to  another  to  doing  reviews  quarterly  and 
semi-annually,  et  cetera.     And  we  say  that  the  more  frequent  the 
review,  the  better,  obviously,  programmatically ,  but  we  need  to 
have  financial  incentives  for  States  to  do  it,  rather  than 
penalties  for  not  having  done  it  annually.     I  don't  know  whether 
that's  in  the  spirit  of  what  you  were  trying  to  do  on  some  of 
these  other  fiscal  penalties.    What  we  say  is,  let's  put  incen- 
tives out  here  for  people  to  do  things  more  intensively  and,  if 
they  can,  in  fact,  carry  them  off,  they  would  maybe  get  greater 
FTP,  rather  than  trying  to  take  away  service  dollars  for  failure 
to  have  done  something.     In  short,  this  proposal,  as  I  say,  is 
comprehensive  but  we  think  it's  probably  one  of  the  most  vital 
issues  to  bring  before  you  and  we  hope  that  it  will  brought  to  a 
head  in  a  month. 
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Next  item  deals  with  rural  health  clinics.     We  all  support 
the  broad  goals  of  the  legislation  in  trying  to  assure  that 
services  are  available,  especially  in  underserved  areas,  whether 
rural  or  urban.     However,  we  say  this  legislation  and  the  regula- 
tion do  have  potential  for  severe  abuse  and  misuse  unless  we 
implement  them  cautiously.     There's  an  item  in  there  that  says  the 
benefits  are  unlimited  and  there  is  really  only  need  for  a  billing 
for  a  visit  for  a  clinic.     We  really  need  to  know  a  lot  more  about 
what's  happening,  because  when  you  allow  paramedical  people  to 
perform  these  encounters  and  then  say  that  a  physician  must  see 
the  records  or  review  the  case  every  two  weeks,  we  think  that 
might  be  going  a  bit  to  the  other  extreme. 

We've  had  a  lot  of  cautions  thrown  to  us  by  people,  saying 
this  could  be  our  next  area  of  abuse,  like  we  have  the  mills  in 
the  cities.     We've  got  to  say  that  the  July  1  deadline  for  Medi- 
caid is  indeed  going  to  be  tight  for  some  people. 

tet's  sit  down  and  carefully  try  to  work  out  checks  and 
balances  on  how  we're  going  to  certify  these  clinics  and  facili- 
ties, and  how  we're  going  to  reimburse  them,  what  our  policy  is 
going  to  be.     We  may  be  creating  something  unigue  here,  that  rural 
health  clinics  could  be  paid  more  in  some  States  than  a  hospital 
clinic  that  has  all  the  backup  of  services  and,  of  course,  a  lot 
more  than  your  local  physicians  in  the  community,  where  they  do 
exist.     So  I  think  we've  got  to  balance  the  rural  health  emphasis 
with  the  proper  kinds  of  management  controls  and  administrative 
methods . 
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The  next  item  relates  to  HEW  issuances  and  instructions  that 
we  feel  are  in  lieu  of  regulations.     This  is  old  hat.     I  believe 
we've  brought  it  up  the  past  two  years  also.    We  feel  that 
lately,  it  appears  that  most  Medicaid  policies  and  requirements 
are  being  consummated  through  HCFA  action  transmittals  and  infor- 
mation memorandums.     And  there's  some  limited,  or  really  not  much 
input  from  the  State  Medicaid  Directors  or  other  interested 
parties  who  might  help.    We  feel  that  provision  must  be  allowed 
for  meaningful  input.    We're  getting  this  word  "meaningful"  from 
many  angles  these  days,  including  our  medical  care  committees,  but 
we  suggest  meaningful  input  from  us  and  any  of  our  committees 
before  their  adoption.    We  feel  the  best  route  is  for  you  to 
really  propose  them  in  the  Federal  Register  and  allow  adequate 
time,  maybe  a  little  more  than  30  days,  maybe  60,  but  then  adopt 
your  final  regs. 

You  know,  we  just  don't  want  to  live  with  the  surprises  out 
there.     We  want  to  have  a  good  program,  but  we've  got  to  look 
ahead  on  how  we're  going  to  implement  and,  the  mere  fact  that 
you've  got  a  compelling  issue  or  reason  to  issue  a  regulation,  it 
just  won't  fly,  if  you  don't  go  through  these  steps. 

In  addition,  it's  equally  critical  that  you  try  to  obtain 
the  budgetary  impact  on  these  proposed  regulations,  both  from  the 
services  point  of  view  and  the  administrative  resources,  both  from 
the  Federal  level  and  from  the  States'   level.     We  just  can't  stop 
everything  at  a  given  point  and  implement  new  programs.    We  feel 
before  it's  adopted  at  least  everybody  ought  to  be  on  notice  and 
it  ought  to  be  clear  what  the  requirements  are  going  to  be. 
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I'm  not  talking  about  picayune  things.     I'm  talking  about 
major  things.    We  get  into  QC  and  some  of  these  other  things. 
You  may  have  every  reason  in  the  world  to  want  to  hurry  up  and 
issue  something  but  it  just  isn't  going  to  be  implemented.  You'll 
put  paper  out  and  you'll  come  around  in  six  months  and  start 
checking  and  you'll  say,  there  we  have  a  situation  where  they're 
not  implementing  what  we've  mandated  or  reguired.     I'm  trying  to 
say  that  these  things  are  all  interrelated  and  it's  all  in  that 
process  of  how  we  put  forward  new  or  revised  regulations,  and 
other  reguirements . 

We  do  suggest  to  you,  as  a  new  item,  that  there  be  a  detailed 
assessment  of  the  administrative  resources  of  each  of  the  Title 
XIX  agencies  or  territories.    We  feel  that  nobody  really  knows  what 
resources  are  presently  devoted  to  administration.     We  think  that 
people  are  unduly  taking  potshots  at  States  and  at  the  Medicaid 
program  in  general,  because  the  assumption  is  that  it's  mismanaged. 
It  may  have  something  to  do  with  the  availability  of  resources. 
Of  course,  then  that  would  relate  to  any  regs,  that  we  need  also 
to  be  trying  to  assess  or  project  future  resources  for  States  to 
carry  out  the  program  and  the  additional  things  that  you  expect. 

Seven,  we  feel  that  we've  got  to  have  greater  administrative 
flexibility  and  provision  for  varied  approaches  and  demonstration 
projects,  et  cetera.  Unlike  Medicare,  Title  XIX  is  administered 
by  49  States  and  3  territories.  It's  got  varied  sizes  in  programs, 
in  benefits  and  in  methods  with  contractors  and  every  arrangement 
under  the  sun  and  we're  not  really,  a  Medicaid 
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program,  nor  do  we  have  one  ideal  organizational  arrangement  or 
one  or  several,  even,  types  of  systems  and  things.     This  should  be 
a  given,  but  we  feel  that  we're  constantly  being  pulled  back  to 
something  that's  supposed  to  be  a  one-model,  one-mold  kind  of 
arrangement.    We're  just  telling  you,  the  shoe  won't  fit  and  we 
ought  to  move  on  from  there  and  really  recognize  what  we  have. 

We  feel  it's  essential  that  there  be  maximum  flexibility  so 
that  we  can  adapt  our  organizations  and  our  systems  within  the 
States,  so  long  as  the  operations  are  efficient,  effective  and 
economical.     We're  not  saying  we  want  to  be  doing  things  that  are 
duplicative  or  wasteful  or  anything  else. 

Uniformity  of  methods  and  processes  between  Medicare  and 
Medicaid  we  feel  should  be  limited  to  those  areas  that  are  work- 
able and  feasible.     If  we've  developed  things  under  Medicaid  we 
feel  that  consideration  might  be  given  for  adaptation  under 
Medicare.    We  feel  there  must  be  greater  effort  to  expedite  our 
requests  for  demonstration  projects,  exceptions,  waivers,  what- 
have-you.     We  find  that  we've  got  a  lot  of  good  ideas  and  it  seems 
almost  like  an  up  hill  battle  in  trying  to  get  them  cleared  and 
put  through  the  process.     And,  in  effect,  that  really  stifles  our 
innovative  ability  and  imagination.     We  sometimes  possibly  abandon 
good  things  because  of  the  process  we  have  to  face.     On  the 
Federal  level  they  ought  to  have  a  given  organizational  component 
and  staff  who  really  know  what  all  the  demonstration  and  waiver 
projects  are,  that  we  can  call  and  get  information  and  direction, 
and  not  have  to  go  through  a  whole  series  of  backing  and  forthing 
on  bits  of  paper. 
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Another  item,  institutional  costs  and  payment.     I  should 
qualify  this  -  it  really  did  not  get  wide  discussion  in  our  groups 
other  than  the  rural  health  clinic  and  ambulatory  care.  We 
feel,  as  the  Undersecretary  said, that  our  real  major  problem 
in  this  program  in  the  country  has  to  do  with  the  soaring  costs  of 
hospitals  and  long  term  care,  and  the  hospital  clinics  and  emer- 
gency rooms  in  States  where  they  are  not  paying  Regional  costs. 
As  we  see  it,  the  rural  health  clinics  are  going  to  also  be  an 
extension  of  this  kind  of  institutional  reimbursement. 

We,  at  least,  are  going  to  have  our  committee  on  fiscal 
administration  study  this  matter  and  try  to  develop  some  alternate 
methods  and  standards  for  allowable  costs  that  we  could  share  with 
you  throughout  the  year. 

We  feel,  on  the  other  hand,  that  HEW  does  have  legal  author- 
ity now  to  issue  certain  guidelines  and  standards  for  allowable 
costs.     As  we  see  long  term  care,  skilled  and  ICF,  going  in  the 
direction  they  are  and  to  the  extent  that  we  find  people's 
resources  are  being  depleted  and  our  caseloads  are  really  rising 
for  long  term  care,  that  we  really  ought  to  be  addressing  this 
issue  and  not  wait  until  this  builds  up  so  large  that  we  can't 
manage  it. 

So  we're  saying,  again  under  rural  health  clinics,  they  say 
we'll  have  cost-related  reimbursement,  let's  sit  down  and  define 
what  that  ought  to  be.    We  submit  to  you  that  it  probably  should 
not  be  "reasonable  costs"  and/or  automatically  assume  to  be  either 
Medicare  or  principle. 
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So,  under  all  the  institutional  cost  containment,  we  want  to 
work  on  some  things,  and  to  advance  them  to  somebody.  Meanwhile, 
we  suggest  that  HEW  be  looking  at  them.     Also,  we  think  of 
all  the  areas  of  demo  and  flexibility,  that  you  should  look 
at  what  States  are  trying  to  do  now  on  containing  cost. 

Another  item  had  to  do  with  laboratory  and  X-ray  payments. 
We  had  Action  Transmittal  77-35  that  came  out  in  '76,  and  it,  in 
effect,  precluded  payment  to  physicians  for  lab  services  that  he 
performed  in  his  office.     As  a  result  of  this,  you're  going  to 
shift  diagnostic  work  to  hospitals,  clinics  and  laboratories  and 
other  departments  and  all  we're  going  to  do  is  entail  greater 
costs.     It's  also  pretty  difficult  to  determine  for  all  the 
physicians  in  the  U.S.  the  kind  of  equipment  they  may  have  in  their 
offices  and  to  what  extent  they're  doing  some  of  this  very  prelim- 
inary kind  of  diagnostic  work.     And  also,  in  that  action  transmit- 
tal, there  were  other  things  such  as,  States  will  provide  a  full 
range  of  lab  and  X-ray  services  and  you  go  on  to  specify  other 
requirements . 

We  really  feel  that  this  action  transmittal  should  be 
rescinded  and  that  there  ought  to  be  a  select  group  of  informed 
State  people  who  sit  down  with  HCFA's  staff  and  others  to  develop 
effective  methods  for  monitoring  these  lab  payments  and  work  out 
how  or  whether  physicians  should  be. 

I  think  somebody  jumped  at  a  conclusion  that  physicians' 
billings  for  lab  services  were  fraught  with  fraud  and  abuse. 
When  you  look  at  it  in  the  spectrum,  you  may  find  that  payments 
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to  physicians  for  that  are  almost  miniscule.     So  we  want  to 
emphasize,  we  feel  that  reasonable  controls  are  needed  to  prevent 
any  abuse  by  physicians  of  lab  services,  but  we  think  what's  out 
there  now  is  really  causing  friction,  really  isn't  effective  and 
is  upsetting  everything. 

The  next  item  is  practitioner  reimbursement  policy,  meaning 
physicians,  chiropractors,  et  cetera,  under  CFR  450.30.  This 
should  be  subject  to  waiver  to  allow  the  use  of  State's  maximum  fee 
schedules,  providing  the  aggregate  fees  for  various  types  of 
practitioners  does  not  exceed  the  Medicare  upper  level  for  these 
practitioners.     In  our  various  State  programs,  as  we  indicated,  we 
have  all  these  problems  of  how  to  establish  payment  levels  for 
practitioners,  especially  physicians,  and  they  feel  that  this 
flexibility  is  needed  under  the  present  regulations. 

Item  11,  the  territories,  the  Virgin  Islands  and  Puerto  Rico 
and  Guam:     Council  supports  reimbursing  these  territories  on  the 
same  percentage  type  basis  for  their  Title  XIX  services  as  the 
other  States. 

I  believe  that  covers  the  central  issues  we  raised.     As  I 
said,  there  are  a  lot  of  others.     We  would  point  out  that,  as 
usual,  we  really  hardly  had  enough  time  to  cover  half  of  the 
agenda  items  that  we  had  brought  here,  based  on  desires  of  our 
directors.     We  deeply  appreciated  having  the  two  half  days  but  it 
may  be  beneficial  to  have,  a  minimum  of  one  and  a  half  days,  maybe 
to  take  in  the  mornings  of  three  days  and/or  the  afternoons,  if 
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you  will,  and  devote  them  to  this  discussion.     It  is  recommended 
that  our  next  meeting  be  held  in  San  Diego,  possibly  around  the 
first  week  in  April.     We  feel  that  the  Western  States  and  others 
have  always  had  to  come  East  and  we  feel  we  ought  to  move  these 
meetings  around  so  that  eventually  everybody  gets  their  fair 
share . 

In  closing  I'd  like  to  say,  I  think  this  has  been  a  very 
productive  meeting. 

I  would  just  like  to  say  I  think  that  '78  could  be  recorded 
as  having  been  a  milestone  in  improvement  in  communications 
between  both  the  Federal  and  State  parties. 
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It  has  been,  I  think,  not  that  bad  a  year  for  Medicaid; 
especially,  for  those  of  us  who  have  lived  in  or  through  the  three 
or  four  years  preceding  1977. 

One  of  the  more  encouraging  aspects  of  this  last  year  has  been 
what  appears  for  the  first  time  to  be,  if  not  a  leveling  off 
of  the  cost  increases  in  this  program,  certainly  a  very  dramatic 
slow-down  in  the  nature  of  those  increases.     Bob  Derzon  and  I 
testified  before  the  House  and  Senate  Appropriations  Committees  for 
the  Fiscal  Year  1979  budget  over  the  past  few  weeks  and  were  able 
to  point  out  with,  if  not  satisfaction,  at  least  some  encouragement, 
that  the  increase  from  '78  to  '79  is  anticipated  to  be  around  11 
percent . 

For  those  of  us  who  have  lived  on  the  National  level  with 
increases  approximating  17  to  20  percent  over  the  preceding  four 
or  five  years,  that,  indeed,  is  welcome  news.     For  those  of 
you  in  some  States  who  have,  indeed,  lived  with  100  percent 
increases  in  a  couple  of  those  years,  it's  very  welcome  news, 
indeed . 

I  think  we  still  agreed,  with  some  dismay,  to  the  fact  that 
some  of  the  slow-down  is  attributed  to  a  constriction  in  eligibility 
levels  and  benefits  in  the  States.     But  I  think  more  that  those  of 
us  who  have  worked  in  the  program  for  a  number  of  years  now,  see  it 
as  also  reflecting  or  characterizing  the  renewed  emphasis  on  manage- 
ment of  this  program,  which  we  have  now  come  to  believe,  does  not 
have  to  control  us,  that  we  can  indeed  control  it,  at  least  to  some 
considerable  extent. 
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I  think  it  is  safe  to  say  that  the  slow-down,  while  partially 
attributable  to  reductions  in  benefits,  an  unfortunate  event,  but 
one  which  we  hope  to  work  with  you  on,  is  equally  attributable  to 
new  management,  new  management  techniques  and  ongoing  management 
principles  beginning  to  be  applied  to  the  program.    We  see  that, 
for  example,  in  what's  happened  to  administrative  costs  in  this 
program.     This  is  a  section  of  our  budget  which  traditionally  has 
hovered  around  4  to  4.5  percent.     I'm  sure  some  State  legislative 
appropriations  committees  look  upon  this  as  a  matter  of  pride,  but 
we  at  the  Federal  level  and  undoubtedly  you,  who  have  had  to  admnister 
under  such  resource  starved  conditions,  have  looked  upon 
this  as  a  matter  of  some  chagrin. 

For  the  first  time,  a  year  or  so  ago,  that  percentage 
increased  to  over  5  percent,  and  now,  today,  is  pushing  6  percent. 
This  is  a  reflection  of  the  fact  that  new  attention  is  being  devoted 
to  management,  and  most  critically  in  this  instance,  new  attention 
is  being  devoted  to  the  indisputable  fact  that  if  you  wish  to  make 
the  kinds  of  progress  in  managing  this  program  that  we  wish  to 
make,  you  can't  do  it  without  investing  something  in  the  program. 

You  can't,  in  terms  of  program  savings,  for  example,  make 
money  without  spending  some  money.     It  is  now  gradually  becoming  to 
be  seen  by  State  legislatures  in  particular,  that  one  does  have  to 
provide  adequate  resources  to  this  program  to  get  the  job  done. 

At  the  risk  of  becoming  too  sanguine,  however,  let  me  suggest, 
that  we  have  a  number  of  problems  still  facing  us. 

We  tried,  in  conjunction  with  Glen  Johnson,  to  put  together  an 
agenda  which  addresses  a  good  number  of  these  challenges,  and  I 
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think  we  have,  at  this  week's  conference,  a  fairly  intriguing 
agenda.     It  deals  with  a  number  of  issues  with  which  we  are  still 
struggling  in  this  program,  ranging  from  fraud  and  abuse,  a  problem 
we  have  yet  to  lick,  through  the  problems  we  have  in  adeguately 
fulfilling  the  potential  of  a  program  such  as  EPSDT.     I  think  we 
should  all  bear  in  mind  that  the  proposed  legislation  for  a  child 
health  assurance  program  is  essentially  variations  on  the  EPSDT 
program,  and  we  should  not  feel  at  all  comfortable  about  being  able 
to  manage  CHAP  until  we've  done  a  much  better  job  of  managing  the 
program  we  already  have. 

We're  going  to  be  talking  during  the  course  of  this  week  about 
"the  prudent  buyer  concept,"  a  concept  which  has  come  into  increas- 
ing prominence  in  this  program.     This  is  a  very  simple  concept  that 
says  you,  as  Medicaid  directors  and  purchasers  of  services,  should 
not  have  to  pay  more  for  a  service  than  the  lowest  price  available 
for  a  service  of  commensurable,  and  acceptable  guality. 

We  have  got  a  concept,  however,  which  in  some  areas  is  not  working 
as  well  as  we  would  like,  such  as  in  the  drug  purchase  programs  of 
Medicaid.    We  would  like  to  be  able  to  work  with  you  in  improving 
those  areas  where  a  prudent  buyer  is  a  viable  concept,  before  we  move 
too  rapidly  into  installing  it  in  such  areas  as  hospitals  and  some  of 
the  more  complex  parts  of  the  program. 

We  want  to  spend  a  little  bit  of  time  in  talking  with  you  this  week 
about  what  I  consider  to  be  the  most  critical  program  we  have  in 
Medicaid,  a  third  party  payment  program.     We  have  a  fairly  stable 
population  of  first  parties,  if  you  will,  the  22.5  million  benefi- 
ciaries we  serve. 
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We,  of  course,  are  the  third  party,  and  yet,  I  continue  to  be 
concerned  about  the  second  party  in  this  program,  the  people  who 
actually  provide  the  services,  and  whose  participation  rate  in  this 
program  is  a  source  of  continuing  concern  and  frustration. 

We  know  to  some  extent  the  reasons  for  low  and  inadeguate 
provider-participation  in  Medicaid  —  the  levels  of  reimbursement, 
the  timeliness  of  reimbursement,  the  paperwork,  the  perception,  if 
not  necessarily  the  fact,  of  an  unwarranted  intrusion  by  Federal  and 
State  bureaucracies  into  the  delivery  of  health  care. 

I  think  we  also  recognize  that  many  of  those  problems  are 
beyond  our  immediate  manipulation.     Reimbursement  levels,  for 
example,  are  as  much  a  call  by  State  legislatures  as  they  are  by 
State  Medicaid  directors. 

I  think  there  are  areas  where  we  can  work  profitably  together 
in  terms  of  dealing  with  State  legislatures,  for  example:  providing 
information;  showing  them  the  implications  of  excessively  low 
reimbursement  levels  in  terms  of  actual  program  costs,  which  indeed 
can  be  very  high. 

Also  we  feel  that  where  we  do  have  some  potential  for  involving 
Medicaid  providers  in  policy  formulation  at  the  State  level, 
there  is  some  progress  that  can  be  made.     It  doesn't  reguire  the 
persuasion,  the  change  of  attitudes  that  are  going  to  be  necessary 
in  the  areas  of  reimbursement  and  what-have-you .     We  can  involve 
providers  much  more  effectively  than  we  have  within  the  processes  of 
the  single  State  agencies  themselves. 

All  in  all,  I  think  a  fairly  intriguing  agenda.     I  hope  that 
you  all  will  agree.     There  are,  of  course,  critigue  forms  available 
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in  the  packets  you  received  at  registration.     They  are  of  consider- 
able interest  and  concern  to  us. 

This  is  your  conference,  not  ours.     We  provide  the  logistical 
support  for  you,  but  we'll  be  able  to  do  that  job  adequately  only  if 
you  tell  us  where  we've  gone  wrong,  where  we  can  improve,  what 
topics  are  going  to  be  more  germane  to  you  in  the  future  than  the 
ones  we  may  have  provided  this  year,  what  new  things  you'd  like  to 
see  addressed. 

I'd  like  very  briefly  to  discuss  what's  happened  to  us  on  the 
administrative  front  in  Medicaid. 

The  reorganization  of  HCFA,  which  both  Bob  Derzon  and  I  have 
referred  to,  has  brought  with  it  the  best  of  times  and  the  worst  of 
times  —  the  worst  of  times  being  the  administrative  hassles  and 
frustrations  that  come  from  any  major  reorganization,  and  this, 
indeed,  was  a  major  reorganization. 

The  Secretary  and  Bob  did  not  simply  bring  together  a  couple  of 
boxes.     They  tried,  indeed,  to  amalgamate,  to  integrate,  to  merge 
the  functions  of  essentially  similar  third-party  payment  programs 
where  they  could  efficiently  be  merged,  while  at  the  same  time 
recognizing  the  unique  identities  of  those  two  programs  where  that 
was  most  appropriate. 

I  think  the  benefits  of  the  reorganization  are  already  showing 
themselves.     We  no  longer  have  separate  program  integrity,  fraud, 
and  abuse  activities  within  HCFA  because  it  was  quite  clear  to  all 
involved  that,  the  process  of  investigation,  prosecution  of  fraud 
and  abuse  are  indistinguishable  from  one  program  to  the  other.  We 
have  centralized  most  of  the  standards  and  certification  processes 
attendent  to  both  Medicare  and  Medicaid. 
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We  are  making  some  progress  in  the  areas  of  reimbursement 
practices.  When  you  recognize  that  all  but  half  a  dozen  States  in 
the  acute-care  hospital  field  still  follow  Medicare  principles,  and 
that  a  considerable  number  follow  Medicare  principles  in 
long  term  care  as  well,  it  makes  little  sense  not  to  begin  to  come 
together  and  share  experiences  in  the  area  of  reimbursement. 

I  think  one  of  the  more  intriguing  aspects  of  potential  change 
in  HCFA  is  going  to  be  a  greater  reliance  on  an  Office  of  Reimburse 
ment  Practices  as  the  catalytic  agent  trying  to  bring  together 
those  similar  functions  with  respect  to  reimbursement  across 
the  Medicare  and  Medicaid  programs. 

The  Secretary,  when  he  announced  the  reorganization  and  the 
development  of  HCFA,  indicated  that  one  of  its  primary  purposes 
was  to  strengthen  the  Medicaid  program.     I  think  clearly  that 
has  happened.    Keith  Weikel,  one  year  ago,  had  a  staff  of 
200  people  reporting  directly  to  him.     Medicaid's  Bureau 
today  exceeds  700  people  with  another  125  people  in  the 
hiring  process.     That  has  not  simply  been  an  allocation  of 
new  resources  to  Medicaid. 

To  do  that,  obviously  one  —  as  is  the  case  in  the  States  -- 
has  to  go  to  Federal  legislation  to  get  the  authorizations  and 
appropriations. 

What  it  has  meant,  however,  is  that  a  number  of  disparate 
functions  related  to  Medicaid  have  finally  been  brought  together 
where  they  can  be  most  efficiently  applied  to  the  problems  of  the 
program. 
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This,  of  course,  could  be  a  mixed  blessing  to  those  of  you 
at  the  State  level.     More  Feds  do  not  necessarily  make  your  life  any 
happier.     We  recognize  that. 

I  think  one  of  the  things  that  has  become  very  clear  to  me 
as  I've  worked  with  Bob  Derzon  is  that  he  is  not  all  that  enamoured 
of  the  black-hat  function  in  terms  of  the  Federal  oversight  role  in 
Medicaid . 

While  we  recognize  that  there  are  activities  which  have  to 
continue  in  terms  of  Medicaid's  reviews,  compliance  reviews, 
fiscal  disallowances,  and  what-have-you,  I  have  received  a  very 
clear  message  that  additional  resources  were  available,  but  have  got 
to  be  considered  as  intensely  in  the  areas  of  technical  assistance, 
of  working  with  the  States,  in  effectuating  that  Federal-State 
partnership,  rather  than  performing  simply  monitoring  or  penalizing 
in  an  oversight  function. 

I  think  one  of  the  things  that  the  reorganization  has  clearly 
resulted  in  has  been  our  ability  within  the  Medicaid  Bureau  to  begin 
to  more  adeguately  fulfill  that  function  on  the  —  if  you  will  — 
white-hat  side  of  the  house. 

The  Institute  for  Medicaid  Management  —  your  institute  —  has 
gone  from  a  staff  of  two  or  three  people  to  one  of  over  20  today.  It 
has  been  able  to  increase  the  numbers  of  conferences  it  manages 
dramatically.     It  has  been  able  to  produce  a  Journal  for  Medicaid 
Management ,  designed  to  share  among  the  States  the  practices 
isolated  in  one  State,  to  begin  to  publish,  document  the  best 
practices  in  a  much  more  intense  form,  to  begin  to  take  solutions 
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to  problems  found  in  one  State  and  transfer  those  solutions  to 
other  States,  to  perform  its  indispensible  function  as  a  catalytic 
agent,  to  begin  to  cross-fertilize,  to  transfer  technology 
from  one  State  to  the  next. 

We  have  been  able,  as  a  result  of  reorganization,  to  begin  to 
make  some  really  tangible  progress  on  recodification  of  the  horren- 
deously  complex  set  of  regulations  related  to  Medicaid,  a  process 
which  despite  previous  false  starts  is  now  scheduled  for  completion 
by  October. 

We  have  been  able  to  dramatically  increase  the  eligibility  staff 
within  Medicaid  so  as  to  provide  for  the  first  time  much  greater 
responsiveness  to  the  States  when  gueries  come  in  as  to  what  this  or 
that  arcane  provision  of  our  eligibility  statute  and  regulations 
might  mean.     I  think  we're  on  the  verge  of  being  able  to  provide 
some  fairly  meaningful  technical  assistance  in  such  areas  as  third- 
party  recovery,  EPSDT,  MMIS. 

We  begin  to  go  beyond  what  used  to  pass  as  technical  assistance 
in  Medicaid,  the  explication,  really  of  the  Federal  regulation  and 
what  it  meant  and  where  you  might  get  into  difficulties  and  where 
you  wouldn't,  and  begin  to  really  talk  to  you  about  setting  up  those 
systems  of  processes  or  procedures  which  will  help  you  more  effec- 
tively manage  your  programs. 

I  think  this,  from  my  vantage  point,  has  been  one  of  the 
major  impacts  of  reorganization.  I  think  we  have  a  long  way 
to  go.  I  would  not  be  the  bureaucrat  I  am  if  I  didn't  agree 
with  Bob  Derzon  that  we've  still  understaffed,  but  then  again,  I 
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don't  think  Bob  expects  me  to  even  tell  him  that  I'm  over-staffed. 
We've  made  some  progress!     I  think  we  are  now  more  capable  of 
helping  you,  and  if  we  can't  do  that,  we  obviously  haven't  met  our 
goal . 

I'd  like  to  think  that  we  do  reflect  a  partnership  in  this 
program,  that  you  can  tell  us  where  we  can  be  more  helpful.  I 
know  you  will.    Through  the  Council  of  State  Medicaid  Directors, 
you  now  do  have,  I  think,  a  fairly  viable  and  effective  voice  in 
terms  of  dealing  with  us  and  dealing  with  us  somewhat  more  force- 
fully than  perhaps  you  were  able  to  do  as  separate  entities  in  the 
53  Medicaid  jurisdictions. 
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REVISED  MEDICAID  QUALITY  CONTROL  PROGRAM 


Victor  Kugajevsky 
Acting  Assistant  Director, 
Office  of  Policy  and  Program  Development 
Medicaid  Bureau 
HCFA,  DHEW 
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I  will  spend  a  few  minutes  just  running  through  with  you  what 
this  revised  Medicaid  quality  control  program  looks  like.     I  think 
this  is  one  of  the  principal  tools  that  we  hope  to  see  used  to 
improve  the  management  of  the  Medicaid  program,  not  only  for  the 
purpose  of  improving  its  efficiency  and  economy,  but  for  the  most 
important  ultimate  purpose  of  providing  better  benefits  to  the 
beneficiaries  of  the  program. 

One  reason  for  the  emergence  of  a  Medicaid  quality  control 
program  and  its  increasing  significance  can  be  seen  in  some  of  the 
key  data  that  characterize  the  Medicaid  program. 

As  this  chart  shows,  over  the  last  seven  years,  there  has  been 
tremendous  growth  in  the  Medicaid  program.     Recipients  have 
increased  by  well  over  100  percent.     Expenditures  have  climbed 
even  more  dramatically,  by  over  240  percent,  and  while  that  growth 
is  abating  at  the  moment,  it  is  still  a  very  sharply  rising 
growth-curve:     10  percent  per  year  in  expenditures,  that's  adding 
$2  billion  per  year  to  the  program. 

Under  these  conditions  of  such  very  rapid  growth,  it  could 
almost  be  expected  that  the  normal  management  and  administrative 
controls  tended  to  erode  or  actually  collapse.    Simply,  management 
controls  didn't  keep  pace  with  the  growth  of  the  program. 

There  has  been  considerable  publicity  on  this,  newspaper 
reports,  news  media  programs,  60  Minutes,  pointing  out  many  of 
these  deficiencies. 

Hearings  on  the  Hill  and  audits  and  so  on  have  uncovered  just 
how  serious  the  problem  is  of  misuse  of  very  scarce  Medicaid 
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funds.     As  a  result  of  this,  it's  become  imperative  that  stronger 
management  control  systems  be  developed  and  implemented  in  the 
program. 

One  of  these  has  been  the  Medicaid  guality  control  program. 
This  was  launched  in  July  of  '75  when  HEW  issued  the  regulation 
requiring  each  State  to  establish  the  Medicaid  quality  control 
program.    What  this  program  did  is  to  focus  on  the  accuracy  of 
eligibility  determinations  in  each  States'  Medicaid  program  to 
see  what  the  level  of  correct  and  incorrect  eligibility  deter- 
minations were  and  how  much  money  was  correctly  and  incorrectly 
spent . 

Essentially,  this  meant  coming  out  with  a  set  of  error  rates 
for  each  State,  the  causes  behind  these  error  rates,  and  from 
that,  developing  the  best  ways  to  begin  to  eliminate  some  of  these 
errors . 

Another  feature  of  this  Medicaid  quality  control  program  is 
that  it  probably  is  the  first  and  perhaps  still,  the  only  output 
oriented  performance  measurement  and  monitoring  system  in  Medicaid. 

It  measures  the  quality  of  the  output,  one  of  the  principal 
outputs  of  Medicaid.     How  accurate  are  the  payments  that  are  being 
made  in  the  various  State  Medicaid  programs? 

Basically,  this  is  graphically  a  quick  overview  of  the  place 
of  Medicaid  quality  control  in  the  overall  management  of  Medicaid. 
We  can  look  at  Medicaid  as  perhaps  consisting  of  three  principal 
components  —  beneficiary  intake,  providing  services,  and  paying 
claims. 
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The  early  version  of  Medicaid  quality  control  focused  princi- 
pally upon  this  front-end  part  of  the  program.  How  accurate  were 
the  beneficiary  intake  functions  operating? 

We've  also  got  a  program  that  some  of  you  are  familiar  with  — 
utilization  control  —  that  sort  of  looks  at  how  well,  accurately 
and  properly  services  are  being  provided  and  also  something 
focusing  on  accuracy  of  claims  payment  and  provider  fraud  and 
abuse.     That  is  now  being  modified  with  the  expansion  of  the 
Medicaid  quality  control  program. 

The  early  version  of  what  you  see  focused  on  the  front-end  of 
the  program.     Also,  it  was  restricted  to  measuring  the  accuracy  of 
eligibility  determinations  for  only  a  portion  of  the  total  Medi- 
caid population;  namely,  the  medically  needy,  which  group  repre- 
sents about  34  percent  of  all  beneficiaries  for  about  55  percent 
of  all  dollars  spent  by  the  program. 

These  two  segments,  the  AFDC  beneficiaries  and  the  SSI  benefi- 
ciaries, are  not  covered  under  the  present  Medicaid  quality 
control  program. 

Most  of  you  know  that  Medicaid  quality  control  basically  works 
as  follows.     A  statistical  sample  was  drawn,  and  Nationwide  this 
was  17,500  cases.     A  sub-sample  of  that  was  rereviewed  by  Federal 
reviewers  to  double-check  on  the  accuracy  of  the  State  reviews  of 
that  sample.     Error  results  were  found,  including  the  amount  of 
erroneous  expenditures  incurred  for  ineligible  recipients. 
Descriptions  of  the  error  concentrations  and  corrective  actions 
were  to  be  developed  to  begin  eliminating  these  errors. 
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Contrary  to  what  has  been  the  case  in  a  parallel  quality 
control  program  in  AFDC  QC,  there  were  no  fiscal  sanctions  in  the 
Medicaid  quality  control  program. 

Let's  take  a  quick  look  at  what  have  been  the  results  of 
this  program  in  the  two  years  of  its  operation  since  1975.  The 
first  thing  to  note  is  that  there  has  been  a  somewhat  uneven 
implementation  by  States  of  the  program.     In  1975  only  24  States 
implemented  a  quality  control  program;     in  '76,  34  States;  in 
the  most  recent  review  period,  44  States. 

Secondly,  there  has  been  inadequate  corrective  action  in  many 
States.    Quality  control  in  Medicaid  has  not  received  the  highest 
priority,  neither  has  an  error-reduction  effort  been  of  the 
highest  priority  for  Medicaid  program  administrators. 

Third,  even  though  we  have  not  had  full  implementation,  some 
of  the  data  from  the  quality  control  program  indicates  that  we 
are  facing  a  serious  problem  at  the  present  time.    From  the 
Medicaid  quality  control  program  data  and  AFDC  and  SSI  quality 
control  programs,  we  calculate  that  there  is  a  Nationwide  payment 
error-rate  for  ineligibles  of  7  percent  in  fiscal  year  '77.  This 
equates  to  about  $1.2  billion  being  misspent  on  ineligible  recipi- 
ents in  fiscal  year  '77. 

This  is  a  further  breakdown  of  that.    Around  $882  million  of 
that  $1.2  billion  was  misspent  on  the  medically  needy,  around  $187 
million  on  AFDC  recipients  of  Medicaid,  and  around  $150  million  on 
SSI  recipients.     It's  a  considerable  amount  of  money,  as  I'm  sure 
you  will  agree. 
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What  does  this  mean  for  the  future?    Even  at  the  somewhat 
slower  rate  of  growth  that  Medicaid  has  begun  experiencing,  in  '79 
we'll  have  a  budget  of  around  $21  billion;  in  '80,  $23  billion; 
'85,  $25  billion. 

If  we  continue  to  live  with  a  7  percent  payment-error  rate  — 
constant  error  rate  —  we're  going  to  misspend  in  the  next  several 
years,  over  $7  billion  on  payments  for  ineligibles.     That's  on  a 
year-to-year  addition  basis. 

If  you  accumulate  these  figures,  it's  well  over  $10  billion. 
That's  a  pretty  grim  picuture  in  terms  of  correctly  spending  very 
scarce  Medicaid  funds  for  the  entitled  beneficiaries.     This  is  a 
challenge,  I  think,  that  confronts  all  of  us. 

Just  to  recapitulate,  today's  problem  is  the  following.  First 
we're  confronting  a  very  sizeable  dollar  loss  in  the  Medicaid 
program  —  the  $1.2  billion  that's  being  misspent  on  ineligibles. 

In  addition  to  that,  from  other  data  and  studies,  both  by  HEW 
and  the  General  Accounting  Office,  we  have  calculated  that  about 
$600  million  is  being  lost,  Nationwide,  on  unrecovered  third-party 
liability  and  another  $200  million  on  claims  processing  errors. 
These  are  errors  such  as  payments  for  uncovered  services,  payments 
to  an  uncertified  provider,  and  payments  above  an  allowable  fee 
schedule . 

We've  got  this  first  problem  —  sizeable  loss  of  Medicaid 
dollars.     The  second  problem  is  that  the  existing  Medicaid  quality 
control  program  had  some  defects  in  it.     Several  of  these  are  the 
following.    The  error  estimates  coming  out  of  it  have  not  been  as 
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precise  as  might  have  been  desired,  and  certainly  not  as  precise 
as  the  ones  coming  out  of  the  AFDC  and  SSI  quality  control 
programs. 

Because  of  the  design  of  the  program  —  its  use  of  so-called 
claims  sampling  rather  than  case  sampling  —  it's  been  difficult  to 
accurately  check  on  the  eligibility  of  cases  because  oftentimes 

the  quality  control  reviewer  had  to  go  back  several  months  to  try 

\ 

and  reconstruct  the  eligibility  of  a  particular  person  who  had 
fallen  into  their  review.    As  a  result  of  that,  the  information 
that  was  coming  out  oftentimes  was  so  old,  that  for  corrective 
action  purposes  it  was  not  very  useful  for  the  State 
administrator . 

tastly,  as  you  may  recall  from  the  previous  chart,  the  quality 
control  program  directly  measured  eligibility  errors  only  for  the 
medically  needy,  excluding  the  AFDC  and  SSI  recipients. 

The  third  problem  today  is  that  we  are  still  searching  for 
some  adequate  set  of  output  or  performance  measures  in  Medicaid. 
The  Federal  QC  program  did  provide  probably  one  of  the  principal 
ones,  but  had  some  defects  in  it. 

We've  got  nothing  that  is  a  reliable  set  of  measurement  of 
systems  for  the  areas  of  third  party  liability  in  claims  proces- 
sing errors.  The  net  result  of  this  is  that  in  many  instances 
we've  been  managing  the  program  in  a  flying  blind  kind  of  fashion, 
intuition,  which  for  some  may  be  good,  but  on  an  on-going  basis 
certainly  is  not  the  best  way  to  manage  a  problem  of  this  size. 
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This  basically  is  the  problem  as  we  perceived  it.    The  solu- 
tion that  we  are  proposing  to  implement,  together  with  the  States, 
is  to  implement  the  revised  Medicaid  quality  control  program, 
and  the  revisions  in  that  QC  program  are  the  following. 

First,  the  sample  will  be  broadened  to  cover  the  total  Medicaid 
population  to  include  measurement  of  errors  for  AFDC  and  SSI 
recipients.    This  expansion  will  be  done  by  integrating  the 
current  Medicaid  QC  sample  with  the  current  AFDC  and  SSI  QC  sample. 
This  will  expand  the  sample  from  17,500  cases  to  an  effective  size 
of  77,000  cases. 

In  effect,  we're  getting  a  fourfold  increase  —  more  than 
fourfold  in  the  sample  size.     However,  because  it  is  being  done 
through  integration  with  the  other  QC  programs,  the  added  staff 
requirements  will  only  be  about  25  percent  above  what  States  are 
currently  devoting  to  their  Medicaid  quality  control  staff.  Most 
of  the  work  in  the  AFDC  and  SSI  segments  will  be  done  by  the  AFDC 
and  SSI  QC  reviewers. 

Another  advantage  of  the  integrated  sampling  approach  is  that 
it  will  assure  that  we  avoid  any  kind  of  duplicate  reviews,  where 
the  same  recipient  is  subject  to  a  Medicaid  QC  review  and  AFDC 
review,  and  also  provide  us  an  unduplicated  count  of  errors. 
This  is  the  first  change  —  broadening  the  sample.    The  second 
change  is  adding  to  the  existing  eligibility  review  in  quality 
control  —  a  review  for  third  party  liability  and  claims  processing 
errors. 
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Those  are  the  two  major  changes  —  expanding  the  sample,  and 
adding  a  third  party  liability  in  claims  processing  review. 

The  benefits  that  we  see  from  these  revisions  are  quite 
simple.     We  will  have,  for  the  first  time,  out  of  this  program,  a 
true  measure  of  the  level  of  errors  and  dollar  losses  in  each  State 
in  the  areas  of  ineligibility,  third  party  liability  and  claims 
processing  errors. 

This  is  simply  a  graphic  depiction  of  what  this  revised  sample 
will  look  at.     Again,  taking  AFDC  QC  sample,  the  Medicaid  QC  sample, 
the  SSI  QC,  putting  them  together  into  a  single  sample  of 
77,000  cases,  and  reviewing  for  those  three  types  of  errors: 
eligibility,  third  party  liability,  and  claims  processing. 

The  integrated  sampling  approach,  we  thought,  was  the  best, 
the  most  effective  way  to  do  this  because  it  gives  us  the  largest 
possible  sample  at  the  least  possible  cost. 

We  could  have  a  totally  separate  Medicaid  QC  sample  around 
the  size  of  the  AFDC  one.     This  would  have  given  us  good  precision 
and  good  results,  but  the  effect  would  have  been  that  we  would  have 
required  the  States  probably  to  add  another  700  people  to  their 
existing  base  of  around  600  or  700  Medicaid  QC  reviewers. 

It  would  have  risked  doing  a  lot  of  duplicate  reviews  and 
getting  overlapping  results.     Instead,  we  went  the  integrated  route, 
and  the  effects  of  this  are  that  we  have  minimized  the  added  State 
QC  staff  requirements. 

Our  calculations,  based  upon  field  tests  in  several  States, 
indicate  that  Nationwide  the  States  will  need  to  add  about  175  new 


66 


positions,  which  averages  about  three  per  State.  There  won't  be  any 
duplicate  reviews.     We  will  have  unduplicated  error  results. 

The  conclusion,  basically,  is  that  the  integrated  sampling 
approach  has  advantages  that  make  it  by  far  the  best  route  to  go  in 
this  expansion. 

The  second  feature,  besides  expanding  the  sample,  is  adding 
these  two  types  of  new  reviews  —  third  party  liability  and  claims 
processing  reviews. 

First,  from  now  on,  we  will  be  drawing  the  sample  to  repre- 
sent the  total  Medicaid  population  by  adding  these  three  current  QC 
samples  — AFDC,  Medicaid  and  SSI  QC. 

We  will  continue  to  do  the  eligibility  review  that  has  been 
done  in  the  past  two  years.     We  will  collect  a  set  of  claims  for 
each  case  in  the  Medicaid  QC  sample  in  order  to  find  out  how  much 
money  was  spent  for  that  case. 

When  those  claims  are  being  reviewed  for  eligibility  pur- 
poses by  the  reviewer,  these  other  two  types  of  reviews  will  also  be 
done  --  a  claims  processing  review  and  a  third-party  liability 
review . 

Basically,  when  that  set  of  claims  is  in  hand  for  the  case 
that's  being  reviewed  for  eligibility,  the  QC  reviewer  will  be  asked 
to  also  look  at  that  set  of  claims  for  the  purpose  of  seeing  whether 
there  are  any  claims  processing  errors  and  for  the  purpose  of  seeing 
whether  there  is  any  third  party  liability  error. 

Out  of  that,  we'll  get  some  error  data  and  findings  for 
these  three  areas  of  eligibility,  third  party  liability  and  claims 
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processing.     That,  basically,  is  what  this  revised  QC  program 
consists  of. 

Implementation  —  let  me  just  highlight  this,  what's  happened, 
where  we  are  now,  and  where  we  plan  to  be.     In  1977,  we  began 
field-testing  the  revised  Medicaid  QC  program  along  the  lines  I've 
described  —  between  May  and  August. 

/ 

In  September  and  October  of  1977  we  developed  the  early 
operating  manuals  for  this  set  of  revisions.     We  sent  these  out  to 
all  the  States  for  comments  in  October  and  November.    We  continued 
to  do  some  further  field  testing  in  November  and  December,  princi- 
pally in  order  to  get  some  work-factor  data  on  the  revised  system  t 
calculate  what  the  staffing  needs  would  be. 

In  January  we  instructed  all  the  States  to  stop  work  on  their 
existing  Medicaid  QC  system  in  order  to  free  them  up  to  prepare 
for  the  new  system. 

This  month  we're  beginning  to  do  extensive  training  for 
all  the  State  Medicaid  QC  staffs.     One  of  the  first  train- 
ing sessions  is  to  be  run  here  in  New  Orleans  following  this 
program . 

In  April  to  June  —  the  three  month  period  here  —  there 
will  be  phase-in  period  where  States  will  be  expected  to 
begin  implementing  the  new  program. 

In  July,  the  States  will  be  expected  to  draw  their  first 
sample  using  the  revised  design.     The  first  official  measurement 
period  will  begin  the  normal  six-month  QC  review  cycles  of 
October  to  March  --  October  '78  to  March  of  '79  —  and  then 
the  regular  six-month  cycles  will  continue. 
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I  would  like  to  stress  that  this  set  of  revisions  being 
proposed,  the  first  set,  the  sample  change,  will  not  need  to 
be  implemented  fully  until  five  months  from  now  --  July. 

The  second  set  of  revisions,  the  third  party  liability 
review  and  claims  processing  review,  which  is  not  shown  on 
this  chart,  will  not  need  to  be  implemented,  because  of  the 
timing  lag,  until  November  and  December  of  this  year.  In 
essence,  we're  talking  about  almost  nine  months  from  now. 

Basically,  I  think  we've  put  together  an  approach  that  is 
reasonable  in  getting  the  program  implemented  on  a  sound  timetable 
and  with  reasonable  steps  taken  to  build  capability  to  implement 
it. 

The  revised  system  is  built  on  the  existing  Medicaid  QC 
program.     The  only  thing  that's  being  changed,  again,  is  adding 
the  third  party  liability  and  claims  processing  reviews  to  the 
existing  eligibility  review,  and  the  sample  frame  and  unit  is 
being  changed.     We  are  broadening  the  sample  to  cover  AFDC  and 
SSI  —  two  changes. 

These  two  new  types  of  review,  the  third  party  liability  and 
claims  processing  reviews,  I  believe,  are  reasonably  learnable  by 
existing  QC  reviewers.  Some  States  are  already  doing  it  on  their 
own . 

The  kinds  of  claim  reviews  that  we  are  talking  about  is  some- 
thing   that  is  traditionally  done  by  virtually  all  private 
health  insurance  plans  in  their  coordination  of  benefits  activi- 
ties, where  they  make  sure  that  they  don't  double-pay  for  a 
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medical  bill.     The  claims  review  that  we're  speaking  of  is  virtu- 
ally the  same  kind  of  review,  greatly  simplified.    This  is  pre- 
sently being  done  by  Medicare  quality  control  reviewers,  minus 
the  medical  necessity  reviews. 

These  are  two  relatively  simple,  and,  I  believe,  easy  to 
learn  kinds  of  changes  in  the  review  process.    We're  planning  on 
that  training,  and  then  providing  field  experience  with  the 
revised  system  in  that  three-month  phase-in  period  of  April 
to  June. 

Between  these  three  activities,  we  should  be  able  to  equip 
each  State  to  adequately  implement  the  revised  program  on  the 
schedule  I've  outlined. 

The  benefits,  I  think,  are  quite  clear.    QC  will  be  improved 
as  probably  one  of  the  only  output  oriented  performance  monitor- 
ing tools  that  we  have  in  Medicaid.    The  value  of  the  results 
produced  by  this  effort  and  the  investment,  in  terms  of  staff, 
that's  put  into  it  will  be  increased  as  a  result  of  the  better 
information  that's  coming  out  of  it. 

QC  will  provide  the  basis  for  beginning  to  reduce  this  very 
large  dollar  loss  that  was  pointed  out  before  --  $2  billion  a 
year  in  fiscal  year  '77,  and  increasing  amounts  in  future  years 
unless  we  begin  doing  something  about  it. 

Tightening  up  on  a  program  in  this  way  is  obviously  something 
that's  of  necessity  to  effective  administration,  to  responsibility 
to  taxpayers  for  proper  use  of  their  money,  but  most  important  of 
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all,  to  providing  better  services  to  the  league  of  beneficiaries 
of  the  program. 

In  short,  by  implementing  this  program,  it's  an  optimum 
situation.     Everybody  is  going  to  be  better  off  --  administrators, 
taxpayers  for  proper  use  of  their  money,  but  most  important  of  all, 
the  intended  beneficiaries  of  the  program. 

For  that  reason,  I  hope  we  do  move  ahead  with  rapid  commit- 
ment to  get  it  implemented  as  scheduled.     The  key  actions  that 
need  to  be  taken  are  the  following. 

HCFA  is  proceeding  with  implementing  this  set  of  revisions  on 
the  timetable  I  indicated  —  April  to  June  will  be  the  phase-in 
period,  July  to  September  will  be  the  first  start-up  period  for 
using  the  revised  program;  March  will  also  provide  on-site  technical 
assistance  to  States  to  help  them  in  implementing  the  program. 

In  back  of  that,  as  Paul  Willging  indicated,  we'll  be  putting 
together  and  launching  a  technical  assistance  program  to  help 
States  begin  reducing  error  rates  by  implementing,  developing 
and  installing  the  kinds  of  error  reduction  techniques  that  have 
been  proven  to  be  effective  in  various  States.     These  are  the 
principal  activities  that  HCFA  will  be  undertaking  in  support  of 
this  program. 

States  will  need  to  do  at  least  the  following.     They  will 
need  to  begin  committing  themselves  to  building  an  effective  QC 
program.     Hopefully,  our  record  there  will  be  better  than  it  has 
been  in  the  first  go-around  on  this  quality-control  program,  when  we 
had  an  uneven  implementation  by  States. 
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They  will  have  to  commit  themselves  to  serious  corrective 
actions  —  to  making  the  kinds  of  management  and  administrative 
improvements  that  will  enable  them  to  reduce  the  outflow  of  misspent 
monies.     They  will  need  to  marshal  a  support  for  it,  both  in  terms 
of  resources,  commitment  and  public  and  legislative  support. 

While  HEW  will  provide  some  substantial  help  in  this,  the 
final  test  and  final  use  of  it  rests  in  the  hands  of  the  States.  We 
hope  to  see  all  States  quickly  move  ahead  in  implementing  this  set 
of  revisions. 

I  will  be  happy,  in  the  next  several  days,  to  meet  with  any 
of  you  to  answer  any  kinds  of  questions  or  anything  else  that  you'd 
like  to  discuss  about  the  program. 

Thank  you  very  much. 
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WELFARE  REFORM  -  THE  ADMINISTRATION'S  PROPOSAL 


Michael  Barth,  PhD. 
Deputy  Assistant  Secretary  for 
Income  Security  Policy,  Office 
of  the  Secretary,  DHEW 
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Picking  up  on  the  remark  about  National  Health  Insurance's 
(NHI)  being  an  idea  whose  time  has  been  coming  for  about  ten 
years,  I  recently  attended  one  of  those  Washington  seminars  that 
has  agency  people,  Hill  people,  interest  group  people,  to  discuss 
welfare  reform.    And  the  first  speaker  got  up  and  said,  "Welcome 
to  the  ninth  year  of  welfare  reform". 

But,  as  I  stand  here,  I'm  actually  very  optimistic,  and  what 
I'd  like  to  do  is  tell  you  what's  going  on  and  why.     I  very  much 
appreciate  the  opportunity  to  talk  with  you  this  morning  about 
President  Carter's  proposals  to  overhaul  the  welfare  system,  and  to 
provide  more  employment  opportunities  to  the  low  income  population. 

Program  for  Better  Jobs  and  Income  is  what  all  this  is  called. 

We  believe  this  legislation  can  have  a  very  far-reaching  effect 
on  our  capacity  to  aid  the  poor  in  this  country,  and  on  State  and 
local  governments. 

I  want  to  review,  this  morning,  the  major  features  of  the 
proposal,  discuss  its  impact  on  State  and  local  governments,  on 
recipients,  and  on  the  Medicaid  program.     I  want  to  talk  about  what 
is  happening  in  Congress  now,  and  discuss  some  of  the  Congressional 
alternatives. 

Before  I  get  into  the  discussion  of  the  President's  proposal, 
though,  I'd  like  to  tell  you  about  some  of  our  experiences  in  the 
past  year  in  developing  legislation. 

The  process  for  writing  the  welfare  reform  bill  was  a  mile- 
stone for  cooperative  legislative  development,  unprecedented  in  the 
area  of  welfare.     It  was  also  a  very  rewarding  experience  for  me, 
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for  in  the  process,  I've  had  the  opportunity  to  meet  and  work  with 
State  and  local  officials  from  throughout  the  country. 

The  process  began  January  26,  1977,  when  Secretary  Califano 
announced  the  formation  of  the  welfare  reform  consulting  group. 
When  you  work  for  Joe  Califano,  the  first  day  you  came  in  contact 
with  him  so  changes  your  life  that  it's  the  kind  of  date  you  never 
forget. 

The  welfare  reform  consulting  group  met  weekly  for  ten  weeks. 
It  included  representatives  from  the  Congress,  the  governors,  State 
legislatures,  city  and  county  officials,  and  representatives  of 
recipient  groups.     In  addition,  we  had  many  other  independent 
Congressional  and  interest  group  consultations. 

During  June,  Secretary  Califano  announced  the  tentative 
working  proposal,  and  we  held  a  series  of  meetings  with  State  and 
local  officials,  to  discuss  in  detail  that  draft  proposal. 

We  contacted  the  leaders  of  the  State  legislatures,  as  well 
as  the  governors,  and  asked  them  to  send  representatives  to  these 
meetings. 

As  many  of  you  may  know,  these  consultations  caused  us  to 
change  important  aspects  of  the  proposal.    Not  surprisingly, 
Medicaid  was  a  major  agenda  item  at  each  of  those  meetings. 

Our  consultations  didn't  end  when  the  bill,  HR9030,  was  sent 
to  Congress  in  August.     Either  myself  or  members  of  my  staff  are  in 
almost  daily  contact  with  State  and  local  officials  throughout  the 
country.,  reviewing  the  plan,  going  over  computer  data,  and  generally 
keeping  in  touch. 
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A  very  important  outgrowth  of  the  personal  and  institutional 
communications  channels  we  opened  last  spring  and  summer  is  the 
ability  to  spot  problems  early,  and  to  deal  with  them. 

For  example,  shortly  after  the  proposal  was  made  public  in 
September,  it  became  apparent  that  a  very  positive  aspect  of  the 
package,  a  new  system  of  emergency  assistance  block  grants  to 
States,  had  aspects  to  it  that  troubled  some  State  and  local 
officials . 

We  immediately  established  an  informal  group  to  see  what  the 
problem  was,  and  what  could  be  done  about  it.    Meeting  with  us  were 
key  members  of  the  Council  of  State  Public  Welfare  Administrators, 
representatives  of  the  now  National  Governor's  Association,  and 
the  National  Association  of  Counties. 

The  results  of  these  sessions  were  happily  apparent  in  the 
emergency  needs  provisions  of  the  Bill  enacted  by  the  House  Subcom- 
mittee on  Welfare  Reform.     This  process  will  continue  as  the  bill 
works  its  way  through  Congress. 

I  know  that  those  working  on  national  health  insurance  plan  a 
similar  level  of  consultation,  and  I  urge  you  to  participate  in  it. 

tet  me  turn  now  to  the  substance  of  the  President's  proposal. 
The  President  has  proposed  that  we  scrap  the  present  welfare  system, 
and  replace  it  with  a  far  different  and  simpler  program  that  would, 
within  the  constraints  of  the  Federal  budget,  accomplish  what  we 
think,  and  what  we  learned  last  spring,  most  Americans  agree  that  a 
welfare  system  ought  to  accomplish. 
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The  program  has  the  following  three  major  components:  a 
single,  simpler  and  more  eguitable  cash  assistance  program;  a  new 
and  extensive  program  to  provide  employment  and  training  opportun- 
ities to  those  low  income  persons  who  are  able  to  work;  and  an 
expanded  earned  income  tax  credit,  which  is  a  component  of  the 
Internal  Revenue  Code  that  benefits  low  income  persons. 

First,  let  me  discuss  the  new  cash  assistance  program.  The 
President's  proposal  extends  universal  coverage  to  all  low  income 
Americans  in  a  consolidated  cash  assistance  program  that  replaces 
the  three  existing  major  assistance  programs,  two  of  which  are 
categorical.     Aid  to  Families  with  Dependent  Children  and  Supple- 
mental Security  Income  are  categorical  programs,  and  Food  Stamps  is 
the  universal  program. 

Nationally  uniform  eligibility  standards  and  rules  are 
established  to  improve  eguity  and  to  make  the  system  more  under- 
standable and  administrable . 

The  bill  provides  for  a  uniform  national  benefit  floor  of 
$4,200  in  1978  for  a  family  of  four,  thereby  reducing  substantially 
existing  disparities  in  benefits  among  the  States. 

Together  with  State  supplements,  which  are  subsidized  by  the 
Federal  government,  the  impact  of  this  would  be  to  reduce,  in  1978, 
the  disparities  in  benefits  to  a  four  person  family  from  about 
$3,750  under  the  current  system  to  about  $2,150  under  HR9030. 
That  is,  if  you  take  the  differences  between  the  highest  and  lowest 
payment  States,  say  Oregon  and  Mississippi,  the  difference  would  be 
about  $3,750  in  1978.     Under  the  proposed  HR9030  benefit  levels, 
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together  with  the  subsidization  of  State  supplements,  that  differ- 
ence would  be  reduced  to  about  $2,150,  still  a  lot,  but  a  sub- 
stantial improvement.    Federal  subsidies  would  give  States  incen- 
tives to  increase  the  basic  Federal  benefit  through  supplements  that 
can  be  administered  as  part  of  the  basic  Federal  program.  The 
subsidy  formula  will  ensure  that  States  can  retain  or  improve 
existing  benefit  levels  with  lower  expenditures. 

The  proposal  embodies  a  number  of  administrative  reforms  to 
promote  efficiency  and  accuracy.    Chief  among  these  is  retrospective 
accounting,  under  which  benefits  are  calculated  on  the  basis  of 
actual  rather  than  predicted  income. 

We  also  propose  a  six  month  accountable  period  to  target 
benefits  on  those  families  who  need  them  most.     This  becomes 
particularly  important  when  benefits,  cash  assistance  is  extended 
to  low  earnings  families,  who  tend  to  have  highly  fluctuating 
income . 

The  bill  includes  a  new  $600  million  program  of  grants  to 
the  States  for  meeting  emergency  needs.     This  will  permit  the  States 
to  not  only  meet  traditional  emergency  needs,  but  also  to  deal  with 
some  of  the  hardships  created  by  the  switch  to  retrospective 
accounting.     States  will  be  given  the  option  of  retaining  the 
critical  administrative  functions  of  intake  and  eligibility  deter- 
mination, subject  to  Federal  rules.     In  all  cases  under  the 
Administration's  proposal,  benefits  would  be  computed  and  paid  by 
the  Federal  Government. 
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A  single  national  computer  system  would  link  the  cash  assistance 
programs  in  every  State,  greatly  increasing  our  capacity  to  reduce 
error  and  abuse,  and,  as  a  result,  our  capacity  to  earn  the  respect 
of  the  American  taxpayer  for  the  integrity  of  the  welfare  system,  a 
result  we  think  is  essential  to  eventually  increasing  the  amount  of 
resources  going  into  this  activity. 

Finally,  the  program  includes  important  transitional  provi- 
sions that  would  protect  existing  recipients  against  sudden  or 
drastic  reductions  in  benefits,  and  guarantee  fiscal  relief  to  the 
States . 

The  second  main  element  in  the  program  is  the  employment  and 
training  opportunities  aspect.     This  program  is  an  integral  part  of 
the  Administration's  income  maintenance  strategy,  and  represents  a 
carefully  thought  out  coordination  of  employment  and  cash  assistance 
programs.     The  proposal  would  not  only  encourage  and  reward  work, 
but  would  give  people  the  actual  help  they  need  in  getting  work. 

The  President's  proposal  would  combine  work  requirements,  work 
incentives,  private  sector  placement  services,  and  the  creation  of 
up  to  1.4  million  subsidized  public  service  jobs  and  training 
slots,  at  no  less  than  the  minimum  wage. 

These  public  service  jobs  could  serve,  sometime  during  the 
year,  as  many  as  2.5  million  primary  earners  in  families  with 
children,  to  assure  income  through  jobs  and  wages  when  employment 
in  the  private  sector  is  not  available.     The  program  would  permit 
families  headed  by  two  parents  to  receive  cash  supplements  or  work 
benefits  if  earnings  are  insufficient  to  support  the  family.  Low 
income  fathers  would  no  longer  have  an  incentive  to  leave  their 
families  in  order  to  make  them  eligible  for  support. 
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As  a  result,  five  million  people  would  move  out  of  poverty. 
The  wages  from  jobs  and  the  cash  supplements  are  structured  so 
that  no  family  with  a  full  time  worker  need  have  an  income  under 
the  poverty  line.     The  number  of  single  parent  families  relying 
upon  welfare  would  be  greatly  reduced,  and  twice  as  many  such 
families  will  be  supported  primarily  by  work.    An  estimated  43 
percent  of  the  special  public  service  jobs  would  be  taken  by 
present  recipients  of  Aid  to  Families  with  Dependent  Children. 

The  third  element  of  the  program  would  expand  the  current 
Earned  Income  Tax  Credit  (EITC)  for  workers  in  private  sector 
jobs,  both  as  a  supplement  to  the  income  of  low  wage  earners,  and 
as  an  incentive  to  continue  their  work  effort. 

This  EITC  supplement  would  not  apply  to  the  new,  specially 
created,  susidized  public  service  jobs,  so  that  private  employment 
would  always  be  more  desirable  than  subsidized  public  employment. 

That's  a  quick  overview  of  the  President's  proposal,  the 
Program  for  Better  Jobs  and  Income,  or  HR9030. 

As  you  know,  the  bill  is  now  proceeding  through  Congress. 
The  House  Special  Subcommittee  on  Welfare  Reform,  which  is  com- 
prised of  members  from  the  Agriculture,  Education  and  Labor,  and 
Ways  and  Means  Committees,  last  year  held  public  hearings  in 
Washington  and  around  the  country.     The  Subcomittee,  chaired  by 
Congressman  James  Corman  of  California,  started  the  draft  process 
on  the  bill  in  December.     Following  the  Christmas  recess,  the 
Subcommittee  returned  to  its  work  on  the  bill,  and  on  February 
8th,  voted  23  to  6  to  report  out  an  amended  bill,  known  as 
HR10950. 
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Prior  to  the  final  vote  on  the  bill,  Congressman  Al  Ullman  of 
Oregon,  Chairman  of  the  full  Ways  and  Means  Committee,  introduced 
his  own  welfare  bill,  know  as  HR10711.    While  the  Subcommmittee 
rejected  Mr.  Ullman's  alternative  bill,  it  is  our  understanding 
that  he  intends  to  bring  it  up  again,  when  the  full  committee 
takes  up  welfare  reform. 

So  now  we  have  the  Administration's  proposal,  HR9030,  the 
Subcommittee's  bill,  HR10950,  and  the  Ullman  proposal,  HR10711. 

tet  me  take  a  few  minutes,  now,  to  describe  some  of  the 
major  similarities  and  differences  in  the  three  proposals,  and 
then  I'll  turn  to  the  Medicaid  question. 

As  I  said  at  the  outset,  I'm  optimistic  these  days.     And  when 
you  have  that  many  bill  numbers  floating  around,  I  think  it's  a 
good  sign.     If  there  was  only  HR9030,  it  would  mean  we  were  being 
ignored,  but  we're  not. 

And  as  I'll  state  afterwards  or  perhaps  we  can  get  into 
during  the  question  period,  there's  also  a  bill  about  to  be 
reported  out  in  the  Senate,  which  will  make  the  situation  even 
more  interesting.     The  Subcommittee  bill  differs  from  the  original 
administration  proposal  along  some  important  dimensions. 

Under  the  Subcommittee  bill,  the  Federal  government  would 
subsidize  State  supplements  to  expected  to  work  families,  up  to 
the  same  limits  the  Administration  proposed  for  not  expected  to 
work  families. 

The  exception  to  this  general  equality  of  treatment  for  all 
families  with  children  is  the  Subcommittee's  decision  to  retain  a 
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lower  benefit  level  for  two  parent  families  during  a  five  week  job 
search  period. 

Of  great  concern  to  us  is  that  the  Subcommittee  bill  would 
permit  States  that  provide  high  supplements  to  the  basic  Federal 
payments  to  impose  benefit  reduction  rates  of  up  to  70  percent. 

This  provision,  together  with  changes  in  the  earned  income 
tax  credit  made  by  the  Subcommittee,  would  subject  some  recipi- 
ents to  cumulative  benefit  reduction  rates  in  excess  of  80 
percent . 

The  subcommittee  chose  to  shorten  the  period  over  which 
income  is  measured  from  the  Administration's  proposed  six  months. 
However,  the  Committee  did  unanimously  retain  prior  month  budge- 
ting, or  a  one  month  retrospective  accounting  system,  and  monthly 
reporting,  for  those  with  fluctuating  incomes. 

The  Subcomittee  modified  the  jobs  component,  so  as  to  permit 
greater  variance  in  wage  rates  across  the  country,  and  within  CETA 
prime  sponsors.    Job  slots  would  be  reserved  for  those  who  receive 
cash  assistance.     The  Subcommittee  bill  gives  the  States  more 
options  for  their  role  in  administration. 

The  Program  for  Better  Jobs  and  Income  is  basically  a 
Federally  administered  program,  with  Federal  computation  and  pay- 
ment of  benefits,  and  a  Federal  computer  system.     HR9030  would 
have  permitted  the  States  to  do  intake  and  eligibility 
determinat  ion . 

The  Subcommittee  bill  would,  in  addition  to  that,  allow  the 
States  the  option  to  compute  and  pay  benefits  subjects  to  Federal 
rules  and  oversight. 
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The  Subcommittee  bill  would    also  continue  the  Federal  admin- 
istration of  the  program  for  the  aged,  blind  and  disabled,  that 
is,  the  SSI  component  of  the  program  would  continue  to  be  adminis- 
tered by  the  Social  Security  Administration,  as  it  is  now. 

The  Subcommittee  truncated  the  Administration's  proposed 
expansion  of  the  earned  income  tax  credit,  so  that  it  will  phase 
down  at  an  earlier  level.    Their  earned  income  tax  credit  is  less 
extensive  than  ours,  and  therefore  accords  lower  benefits  to 
working  families. 

Those  are  the  differences.     I  think  the  similarities  clearly 
overshadow  them.    We  were  delighted  that  the  Subcommittee  chose 
to  provide  for  a  Federally  funded  national  minimum  benefit;  adopt 
a  consolidated  cash  assistance  structure;  cash  out  food  stamps; 
extend  benefits  to  two  parent  families,  and  single  persons,  and 
childless  couples;  expand  employment  training  opportunities;  and 
adopt  many,  indeed,  most  other  features  proposed  by  the  Adminis- 
tration . 

We're  concerned  that  work  incentives  have  been  diminished, 
and  that  costs  have  risen  somewhat.     Nevertheless,  the  legisla- 
tive vehicle  for  welfare  reform  this  year,  HR9030,  as  the 
Administration  still  very  strongly  supports,  is  HR10950,  the  bill 
of  the  Welfare  Reform  Subcommittee. 

The  debate,  however,  will  revolve  not  only  around  the 
changes  made  by  the  Subcommittee,  but  around  Congressman  Ullman's 
alternative  bill . 


83 


The  Ullman  plan  has  some  important  characteristics  in  common 
with  the  Administration  proposal  and  with  10950.     It  also  would 
establish  a  national  eligibility  standard  for  recipients;  set  a 
national  minimum  benefit  level  at  about  two-thirds  of  the  poverty 
line,  as  does  HR9030  and  the  Corman  Subcommittee  Bill;  make  two 
parent  families  eligible  for  assistance;  and  greatly  expand 
the  earned  income  tax  credit.     The  Ullman  proposal,  however, 
in  our  view,  provides  too  few  jobs  and  training  opportuni- 
ties; provides  too  little  fiscal  relief;  maintains  the  view 
that  the  poor  need  food  stamps  to  properly  direct  their 
expenditures;  and  does  not  deal  adeguately  with  the  need  for 
a  manageable  program  structure. 

Thus,  while  we  recognize  important  improvements  that  the 
Ullman  Proposal  would  make,  we're  concerned  that  other  pressing 
issues  are  dealt  with  inadeguately ,  particulary  jobs  and  fiscal 
relief. 

tet  me  now  turn  to  the  Medicaid  issue. 

When  we  started  the  process  of  developing  the  Administra- 
tion's welfare  reform  proposal,  we  had  some  basic  decisions  to 
make.     One  of  these  decisions  was  how  to  deal  with  Medicaid, 
in  the  context  of  building  a  new  and  better  welfare  system. 

Medicaid  is  an  integral  part  of  our  Federal-State  program  to 
aid  the  poor  in  this  country,  and  has  an  obvious  place  in  our 
national  health  care  program.    We  were  well  aware  that  Medicaid 
costs  exceeded  those  of  cash  assistance,  and  that  they  were 
rising  more  rapidly.     Accordingly,  we  knew  that  the  issue  of  Medicaid 
must  be  addressed. 
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However,  while  our  welfare  reform  work  was  going  on,  the 
Administration  began  the  same  extensive  process  of  looking  at  our 
present  health  care  system,  and  began  studying  national  health 
insurance  alternatives. 

Undersecretary  Hale  Champion  began  the  job  of  chairing  the 
National  Health  Insurance  Advisory  Committee.    All  of  the  regional 
offices  held  hearings  to  solicit  the  public's  view  and  recommenda- 
tions on  national  health  insurance, 

The  problem  for  those  of  us  designing  the  welfare  reform  pro- 
posal was  not  to  tie  up  health  care  dollars,  and  not  to  prejudge 
national  health  insurance  issues.     That  is,  we  didn't  want  to 
tie  up  Medicaid  money  that  would  be  part  of  the  financing  pot  for 
NHI,  nor  did  we  want  to  prejudge  issues  such  as  extending  spend- 
downs,  or  covering  new  groups.     At  the  same  time,  we  had  to  be 
careful  not  to  impose  new  Medicaid  costs  on  State  and  local 
governments.     So,  as  I  have  said  many  times,  we  were  caught 
between  the  proverbial  rock  and  hard  place. 

We  chose  to  allow  the  health  care  financing  issue  to  be  dealt 
with  as  part  of  national  health  insurance.    Accordingly,  we 
developed  a  solution  that,  if  necessary,  would  replicate  the 
status  quo. 

While  we  expected  that  the  Medicaid  issue  will  be  dealt  with 
as  part  of  national  health  insurance,  we  needed  a  way  to  insure 
that,  in  the  breach,  State  Medicaid  rolls  would  not  rise  as  a 
result  of  the  extension  of  cash  assistance  to  all  needy  Americans. 
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This  issue  is  dealt  with  in  Section  105  of  the  Administration's 
Welfare  Reform  Bill. 

It's  important  to  note,  however,  that  Section  105  does  not 
represent  the  Administration's  Medicaid  agenda,  nor  does  Section 
105  represent  the  Administration's  national  health  insurance 
agenda.     In  fact,  it's  expected  that  Section  105  will  never  take 
effect.    Rather,  Section  105  represented  the  best  way  of  intro- 
ducing major  welfare  reform  without  at  the  same  time  introducing 
major  Medicaid  reforms,  major  reforms  that  we  belive  are  best 
dealt  with  in  the  context  of  the  nation's  health  care  system. 

The  fundamental  thrust  of  Section  105  is  to  leave  the  cate- 
gorical requirements  for  Medicaid  eligibility  unchanged,  and  to 
distinguish  between  eligibility  for  Medicaid  and  eligibility  for 
cash  assistance. 

States  would  continue  to  provide  Medicaid  for  all  those  who 
would  have  qualified  for  cash  assistance  under  Titles  I,  XVI,  and 
IVA  of  the  Social  Security  Act,  just  as  if  their  State  plans  and 
those  titles  had  remained  in  effect.     States  would  retain 
eligibility,  to  add  or  delete  optional  groups,  such  as  the  medi- 
cally needy,  Ribicoff  children.    Eligibility  for  Medicaid  would  be 
determined  separately  from  eligibility  for  current  cash  assistance. 

HEW  is  now  looking  at  legislative  and  administrative  changes 
that  could  be  made  to  simplify  Medicaid  eligibility  administra- 
tion, without  extending  Medicaid  coverage  to  all  new  cash  reci- 
pients.   We're  studying  ways  to  standardize  definitions  of  criti- 
cal items,  assets,  income,  work  expenses,  child  care  expenses, 
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that  would  parallel,  as  much  as  possible,  those  to  be  used  in  the 
cash  assistance  program. 

Under  this  scenario,  though  critical  definitions  would  be 
standardized,  States  would  retain  their  option  to  set  the  dollar 
values  on  these  eligibility  factors.     The  Department  is  also 
developing  plans  for  Medicaid  and  Medicare  reforms  which  will 
improve  those  programs,  and  lay  a  foundation  for  NHI. 

The  House  Subcommittee  has  accepted  Section  105,  but  added 
a  provision  to  hold  the  States  harmless  against  additional  admin- 
istrative costs  associated  with  Medicaid  eligibility  determina- 
tions that  are  attributable  to  the  new  cash  assistance  program. 

The  Corman  Bill  does  not  propose  to  hold  States  harmless  for 
the  entire  increase  in  Medicaid  eligibility  costs.     If  the 
State  has  increased  Medicaid  eligibility  costs,  these  costs 
would  be  considered  along  with  other  pre-and  post-reform  costs 
to  determine  the  State's  hold  harmless  amount.     The  hold  harmless 
is  a  provision  of  HR9030  that  guarantees  that,  no  matter  what  else 
happens,  the  State  would  receive  no  less  than  ten  percent  fiscal 
relief. 

Now,  the  Ullman  Bill  on  Medicaid.     Although  the  Ullman  Bill 
does  not  change  Medicaid  eligibility  directly,  major  changes  in 
the  AFDC  eligibility  standards  within  that  bill  would  cause 
significant  changes  in  who  is  eligibile  for  Medicaid.     The  Ullman 
Bill  reduces,  for  certain  families,  AFDC  income  eligibility 
limits.     Therefore,  many  AFDC  single  parent  familes  could  lose 
AFDC  eligibility,  and  thus  Medicaid  coverage.     The  major  impact  of 
the  changes  would  be  on  large  families. 
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It's  one  of  the  features  of  the  Ullman  proposal  that  cash 
assistance  would  no  longer  vary  with  the  family  size.     There'd  be 
a  standard  that  one  AFDC  payment  did  not  vary  by  family  size. 

The  Ullman  proposal  raises  cash  benefit  levels  in  several 
currently  low  payment  States,  and  extends  AFDC  coverage  to  all  low 
income,  two  parent  families.     Therefore,  Medicaid  eligibility  on 
that  count  would  be  expanded. 

In  addition,  a  limited  number  of  new  aged,  blind,  and  disabled 
individuals  would  become  eligible  for  Medicaid  because  the  bill 
cashes  out  food  stamps  for  SSI  recipients,  and,  therefore,  margin- 
ally increases  SSI  benefit  levels.     The  Ullman  staff  puts  these 
increases  and  decreases  in  eligibility  for  Medicaid  at  about  four 
percent  in  either  direction. 

The  next  step  is  for  the  three  parent  committees  of  the  Sub- 
committee on  Welfare  Reform  to  consider  HR10950.     The  timing  of 
this  is  at  present  unclear,  since  the  Ways  and  Means  Committee 
also  must  deal  with  the  very  important  Administration  tax  reduc- 
tion and  reform  proposals  that  are  now  before  it. 

We  expect,  however,  that  the  Ways  and  Means  Committee  will 
take  up  welfare  reform  soon,  and  we  think  the  prospects  for 
getting  a  bill  out  of  the  House  this  spring  are  good. 

We're  also  pleased  with  the  progress  so  far.  Congressman 
Corman  and  the  House  Subcommittee  have  moved  expeditiously  in 
getting  a  bill  before  the  full  committees  of  the  House.     We  plan 
to  keep  up  the  momentum. 
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Let  me  just  add  one  more  piece  of  information.    We  expect 
that,  at  the  end  of  this  week,  a  bill  will  be  introduced  in  the 
Senate,  which  to  this  point  has  been  known  as  the  Baker-Bellman 
proposal,  developed  by  the  staffs  of  Senator  Howard  Baker, 
the  Minority  Leader  of  the  Senate,  and  Senator  Henry  Bellman,  the 
ranking  Republican  on  the  Senate  Budget  Committee,  both  serious 
men.     That  proposal  also  has  a  national  minimum  benefit  for  AFDC 
at  about  60  percent  of  the  poverty  line,  and  mandates  the  UF 
program. 

I  understand,  as  of  late  last  week,  there  was  a  strong  possi- 
bility of  picking  up  a  Democratic  sponsor  on  the  Finance  Committee. 
And  that  bill  may  have  important  Medicaid  changes  in  it,  such  as 
allowing  States  the  option  to  impose  co-payments,  and  some  other 
important  changes  in  financing  structure. 

Now,  as  of  last  week,  they  were  not  certain  whether  the 
Baker-Bellman  bill  would,  in  fact,  include  those  proposals.  But 
every  major  proposal  before  the  Congress  now  has  some  sort  of 
national  minimum  benefit  in  it,  which  would  raise  benefit  levels 
in  the  lowest  payment  States  to  some  extent,  some  coverage  of  two 
parent  families.     I  think  that  that's  cause  enough  to  be 
optimistic,  and  that's  why,  as  I  said,  I  think  that  we're  now  very 
hopeful  that  we  will  be  able  to  get  some  very  sensible  welfare 
reform  this  year. 
Thank  you. 
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Let  me  tell  you  a  little  bit  about  the  CHAP  Bill  because 
that's  one  of  the  major  things  we've  been  working  on  and  I  know  is 
of  a  great  deal  of  interest  to  you.    Let  me  just  review  for  you, 
briefly,  what  the  Administration's  proposal  was. 

Last  year  they  proposed  that  every  State  be  reguired  to  cover 
children  up  to  the  age  of  6  who  met  the  welfare  or  Medicaid 
income  standards  of  the  State,  whether  or  not  those  children  were 
in  AFDC  families.     In  other  words,  the  people  they  were  adding 
were  the  kids  in  complete  families.    Many  of  you  States  have 
already  covered  those  kids  at  your  own  option,  but  this  would 
have  made  it  a  reguirement. 

In  order  to  compensate  States  for  those  additional  kids, 
there  was  a  proposal  to  increase  the  matching  available  to  the 
States  to  pay  for  general  assessment  and  to  pay  for  ambulatory 
services  that  were  received  by  children  once  the  assessment  was 
completed.    And  their  proposal  was  to  increase  that  matching  rate 
on  all  ambulatory  services  except  dental  care. 

The  way  they  would  have  increased  the  matching  rate  was  to 
say  that  your  new  matching  rate  became  the  higher  of  75  percent  or 
one  half  of  the  difference  between  your  current  matching  rate  and 
90  added  to  your  matching  rate.     In  other  words,  if  you  were  70 
right  now,  you  would  go  up  to  80.     If  you  were  60,  you'd  go  up  to 
75. 

In  addition,  they  had  reguirements  in  their  bill  which  would 
have  directed  States  toward  using  what  they  now  call  an  assess- 
ment.    It  would  reguire  States  to  use  as  assessors,  providers  who 
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were  able  to  provide  basic  services,  as  well  as  doing  the  screen- 
ing.    And  as  I'm  sure  many  of  you  recognize,  that  would  have  meant 
that  many  public  health  departments  would  no  longer  have  been 
eligible  to  do  the  screenings  in  the  program  because  so  many  of 
them  are  unable  to  provide  services. 

We  held  hearings  on  that  bill  last  fall.     I  would  say, 
almost  without  exception,  the  testimony  taken  on  that  bill  indi- 
cated that  it  should  be  expanded  in  a  number  of  significant  ways. 
Partly  as  a  result  of  that,  I  believe,  the  Administration  expanded 
their  own  proposal  and  when  they  came  back  to  us  this  year,  they 
asked  now  that  the  reguirement  be  to  cover  children  up  to  the  age 
of  21,  whether  or  not  they  were  in  a  complete  family  and,  in 
addition,  to  provide  coverage  to  pregnant  women  during  the  course 
of  their  pregnancy  and  up  until  two  months  after  the  termination 
of  their  pregnancy,  presumably  by  birth  of  their  child. 

What  we  have  done  in  our  own  subcommittee  is  go  through  an 
initial  review  of  that  bill  and  we  have  made  a  number  of  tentative 
decisions.     I  emphasize  to  you  that  they  are  tentative.     I  think 
they're  important  and  I  think  you  should  think  about  them  but  I 
would  not  say  any  of  them  are  set  in  concrete.    But,  as  a  result 
of  this  sort  of  whole  set  of  decisions  the  subcommittee  made,  we 
are  now  drafting  a  piece  of  legislation  for  them  to  take  a  look  at 
and  then  send  on  to  full  committee. 

This  is  basically  what  they  agreed  to.    First,  they  agreed  to 
reguire  that  States  cover  all  individuals  up  to  the  age  of  18, 
slightly  different  from  the  Administration  proposal,  in  their 
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Medicaid  program,  whether  or  not  they  were  in  a  complete  family. 
These  children,  let  me  emphasize,  become  eligible,  not  just  for 
screening  services  and  then  if  they're  screened,  for  any  Medicaid 
services.     They  automatically  became  eligible  for  all  Medicaid 
services  in  the  plan.    They  are  treated  like  anybody  else. 
Presumably,  depending  on  what  the  income  level  of  their  family 
is,  they'll  be  eligible  either  for  the  services  of  categorically 
needy  people  or  for  the  services  of  medically  needy  people,  again, 
depending  on  their  income  level. 

Secondly,  the  committee  decided  that  States  must  set  a  mini- 
mum income  standard  for  coverage  of  children  in  its  program, 
$4,200  for  a  family  of  four,  per  year.     In  other  words,  as  you're 
now  looking  at  what  income  standard  it  would  be  for  children,  it 
would  be  are  you  eligible  under  your  regular  Medicaid  standards? 
If  not,  run  them  against  a  second  standard.     Are  you  eligible 
under  this  income  standard  of  $4,200  a  year  for  a  family  of  four? 
That  would  be  adjusted  by  family  size.    We're  thinking  of  an 
adjustment  of  $600  up  or  down,  depending  on  the  number  of  people. 
In  other  words,  $3,600  for  three,  $3,000  for  two,  et  cetera.  That 
same  income  standard  would  be  aplied  to  coverage  of  pregnant 
women . 

Now,  let  me  be  clear  in  terms  of  what  happens  with  that 
income  standard.     At  first  glance,  many  of  you  may  think  that 
that  adds  a  very  significant  number  of  people  to  your  program.  At 
least  as  we  think  right  now,  that  income  standard  would  be  applied 
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without  benefit  of  any  kind  of  disregard.     It  would  just  be  a 
flat  income  standard.    Many  of  you,  I  know,  give  disregards  when 
your* re  counting  income  for  purposes  of  regular  coverage  under  the 
Medicaid  program. 

So  our  expectation  would  be  that  first  you  would  run  that 
person  against  your  normal  Medicaid  standrard.     If  they  fail  that, 
you  would  do  one  second  check  to  see  if  they  qualify  under  this 
$4,200  standard.     It's  low  level  in  many  cases.     In  fact,  we've 
had  some  criticism  that  it  is  as  low  as  it  is.    Nonetheless,  as  I'm 
sure  many  of  you  recognize,  for  a  number  of  States  in  the  country, 
it's  quite  a  significant  increase  in  the  eligibility  level. 

Another  decision  the  committee  made  was  to  say  that  if  you're 
an  individual  under  the  age  of  21  covered  in  the  program,  you 
would  retain  eligibility  for  a  six  month  period.    That's  to  assure 
that  assessed  children  stay  on  the  program  long  enough  to  get  the 
services  they  need.    So  that's  another  change. 

An  additional  change  they  made  was  to  give  States  the  option 
of  providing  Medicaid  coverage  to  children  who  have  been  in  foster 
care,  who  were  difficult  to  place  for  adoptions  because  of  a 
disabling  or  medical  condition  of  some  sort,  to  allow  States  to 
say,  regardless  of  the  income  level  of  the  adopting  family,  this 
child  can  carry  Medicaid  coverage  with  him.     That's  State  option. 
Presumably,  we  think  some  States  will  exercise  it  because,  over- 
all, it  turns  out  to  be  cheaper  for  you  to  provide  that  Medicaid 
coverage  than  to  keep  them  in  foster  care  and  provide  Medicaid 

coverage . 
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Another  change  has  been  addressed  to  the  issue  of,  particu- 
larly, coverage  of  migrants  in  the  Medicaid  program.    There  was 
concern  that  even  these  kinds  of  changes  being  made  by  the  com- 
mittee would  not  assure  that  some  migrant  children  were  brought 
into  coverage  because  of  the  difficulties  they  have  with  the  whole 
intent  to  reside  requirement. 

HEW  listed  in  their  legislative  proposals  for  this  year  a 
desire  for  legislation  which  would  give  the  Secretary  sufficient 
authority  to  make  a  determination  of  what  the  State  of  residence 
is  in  these  disputed  cases.    Generally  because  of  migration  pat- 
terns, people  are  not  in  a  State  long  enough  that  the  State  will 
necessarily  agree  that  they  belong  there.    The  Secretary  will  be 
given  this  authority  to  make  that  decision.     If  the  person  then 
meets  the  other  elements  of  the  State  Medicaid  standard,  they,  in 
effect,  become  assigned  to  that  State  as  the  primarily  responsible 
State. 

That  State  then  must  provide  to  those  eligible  people  all 
the  Medicaid  services  generally  included  in  their  State  plan  and 
while  that  person  is  out  of  State,  you  must  provide  emergency 
services  —  pretty  similar  to  the  general  requirement  you've  got 
for  other  people  who  are  covered. 

Now,  to  offset  the  costs  of  all  of  these  kinds  of  changes, 
the  committee  adopted  a  formula  which  is  slightly  more  generous 
than  the  Administration  bill,  particularly  for  the  very  States  who 
will  face,  as  a  result  of  these  legislative  changes,  relatively 
significant  additions  to  their  programs,  that  is,  the  States  that 
already  are  carrying  relatively  higher  matches. 
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Under  the  formula  adopted  by  our  subcommittee,  to  find  out 
what  your  new  matching  rate  would  be,  you  take  your  matching  rate 
right  now,  you  add  25  percentage  points  to  it  and  that's  your  new 
matching  rate,  with  the  only  exception  being  that  the  Federal 
matching  will  never  exceed  90  percent.     So  that  for  States  all  the 
way  up  to  65  percent,  you'll  go  up  to  a  90  percent  level.  Big 
States,  New  York,  California,  large  urban  States,  of  course, 
will  stay  at  75. 

We  spent  a  lot  of  time  in  discussing  what  might  be  a  fair 
way  to  set  up  that  matching  rate.    We  had  proposals  that  ran  all 
the  way  to  100  percent  Federal  financing  across  the  board,  this 
kind  of  a  formula,  or  the  Administration  formula.    And  basically, 
I  think  the  thing  that  influenced  the  committee  most,  as  you  can 
tell  from  these  kinds  of  reguired  changes  I  have  just  described  to 
you,  many  of  the  large  urban  States  already  provide  this  coverage 
on  their  own,  optionally.     So  that  the  increase  in  the  Federal 
matching  rate,  for  many  —  in  many  senses,  for  them,  is  really 
some  fiscal  relief  and  some  reward,  if  you  will,  for  having  been 
as  generous  in  their  coverage  as  they  have  been. 

But  many  other  States,  particularly  those  at  the  higher  end 
of  the  scale,  are  going  to  face  a  lot  of  new  people  here  and  a  lot 
of  new  reguirements,  and  we  attempted  to  give  them  significantly 
more  Federal  assistance  than  you  would  have  gotten  under  the 
Administration  plan. 

Now,  this  higher  matching  rate  is  available  again  to  pay 
for  all  assessments  and  to  pay  for  all  ambulatory  services, 
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including  dental  services,  under  our  proposal,  for  children  who 
are  assessed.     If  a  child  is  supposed  to  be  assessed  at  five  years 
old  and  again  at  eight  years  old,  and  you  have  assessed  him  when  he's 
five,  you  will  pick  up  this  higher  matching  rate  on  all  of  his 
ambulatory  care  services  up  until  he's  eight.     Then  you're  going 
to  have  to  figure  out  a  way  to  know  that  it's  time  for  him  to  be 
assessed  again,  to  see  that  he  gets  that  assessment  and  then,  once 
again,  claim  the  higher  matching  rate. 

I'll  be  interested  in  hearing  your  views  whether  you  think 
your  own  data  systems  are  capable  of  keeping  track  of  people  that 
way.     It's  one  thing  that's  caused  us  a  little  concern  as  we've 
looked  at  this  proposal,  to  see  if  States  can  really  manage  it, 
but  at  least  we  are  hopeful  that  they  can,  or  at  least,  will  still 
be  able  to. 

In  terms  of  the  services  you  must  provide,  again  we  had  some 
expansion  in  our  subcommittee  consideration.    Current  EPSDT,  as 
you  all  know,  says  that  for  a  child  who  has  been  screened,  you 
must  provide  the  services  in  the  State  plan.     In  addition,  you 
must  provide  certain  dental  services  for  relief  of  pain  and 
suffering;  and  maintenance  of  dental  health,  eyeglasses  and 
hearing  aids. 

The  Administration  bill  broadened  that  requirement.  Instead, 
they  said,  you  must  provide  all  services  necessary  to  treat  con- 
ditions found  during  assessment,  except  that  for  dental  care,  it 
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only  needs  to  be  relief  of  pain  and  suffering;  for  services  to 
treat  mental  illness,  mental  retardation  and  developmental  disabil 
ities,  it  only  needs  to  be  what's  in  your  State  plan. 

Our  committee  went  a  little  further  than  that.     We  said, 
first  you  must  provide  dental  services  to  anybody  under  18  as  a 
basic  service  in  your  plan  available  to  a  child,  whether  he's 
assessed  or  not.    And  that  dental  service  definition  again  follows 
pretty  closely  the  statement  of  required  dental  coverage  for  EPSDT 
kids.     It  does  also  include  orthodenture  for  severe  problems. 

Secondly,  we  said  you  must  provide  all  services  necessary  to 
treat  conditions  found  during  that  assessment,  or  for  an  assessed 
child  that  are  necessary,  whether  those  services  are  in  your  State 
plan  or  not.     The  only  exception  to  that  being  for  inpatient 
mental  health  services  and  inpatient  services  to  treat  the  men- 
tally retarded,  you  can  be  limited  to  what's  in  your  State  plan. 

I'll  tell  you  frankly  that  we  are  still  puzzling  over 
exactly  what  that  means  to  you  States  out  there.    We  certainly 
know  we've  expanded  the  services  you  have  to  provide.  We're 
having  some  difficulty  getting  a  real  good  handle  on  exactly  how 
great  an  expansion  we  have  asked  of  you.    And,  of  course,  the  area 
in  which  the  biggest  question  arises  is  in  the  area  of  coverage  of 
mental  health,  which  many  of  you  cover  now,  certainly  if  they  are 
physician  services,  and  a  lot  of  you  cover  as  clinic  services. 
This  would  turn  that  into  a  required  service,  if  it's  a  condition 
found  for  an  assessed  child. 

The  committee  changed  the  requirement  in  terms  of  who  the 
eligible  screeners  would  be.     In  effect,  we  did  away  with  the 
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Administration  proposal  which  would  have  phased  health  departments 
out  of  the  business.    We  said,  we  think  somebody  can  be  an  asses- 
sor both  if  he's  an  assessor  who  is  able  to  provide  basic  services 
or,  if  he  can't  provide  those  basic  services,  if  he's  got  adequate 
arrangements  for  referral  and  followup. 

We  did,  though,  go  on  to  say  that  a  State  must  use  all 
qualified  providers.     In  other  words,  you  wouldn't  have  the  option 
available  to  you  anymore  as  a  few  States  have  done  in  the  past,  to 
say  I'm  only  going  to  use  the  health  department  and  not  let  anyone 
else  do  it.    This  would  open  it  up  and  say,  if  you've  got  a 
willing  provider  and  he'll  accept  what  you're  willing  to  pay  him, 
then  you  must  agree  to  use  him  in  the  program,  assuming,  of 
course,  he  meets  adequate  standards  of  quality  and  there's  no 
fraud  involved,  et  cetera,  all  those  basic  requirements  in  the 
program.    But,  in  effect,  it  opens  it  to  all  kinds  of  providers. 

Additionally,  we  asked  the  Secretary  to  undertake  some  exam- 
ination probably  through  a  large-scale  demonstration,  of  how  it 
would  work  to  pay  for  CHAP  services  on  some  kind  of  a  capitation 
arrangement,  almost  a  mini-HMO  arrangement,  if  you  will,  for 
children . 

There  was  one  stage  when  the  Administration  developed  their 
proposal  in  which  they  were  going  to  ride  heavily  on  that  kind  of 
arrangement.    We  were  quite  skeptical  as  to  whether  they  would  be 
able  to  police  that  enough  right  now  to  know  that  that  was  really 
working  but  I  think  we  probably  will  have  some  demonstrations 
along  that  line.    That  pretty  well  summarizes  the  major  decisions 
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of  the  subcommittee.     I  guess  it  might  be  worth  mentioning  one  or 
two  others. 

One  is  that  they  propose  to  go  up  to  a  75  percent  matching 
rate  for  all  cost  of  Outreach  services  for  several  years,  then,  at 
the  end  of  about,  probably,  two  or  three  years,  to  move  into  a 
situation  where  you  would  get  a  bonus  in  terms  of  75  percent 
matching  on  all  of  your  Medicaid  administrative  costs,  if,  by  that 
time,  you  are  able  to  reach  certain  good  performance  standards 
that  the  Secretary  is  going  to  establish  for  you. 

We  propose  to  repeal  the  current  penalty  reguirement  retro- 
active to  enactment  and  replace  it  with  a  different  penalty  that 
HEW  has  proposed,  which  would  be  a  20  percent  reduction  in  your 
administrative  costs  if  you  fail  to  meet  certain  basic  standards 
and  which  also  gives  the  Secretary  guite  a  bit  more  flexibility  in 
applying  that  penalty,  so  that  if  he  finds  you're  making  good  faith 
efforts  to  overcome  that,  he  doesn't  have  to  put  that  penalty  in 
effect . 

I  think  many  of  you  would  be  interested  to  know,  we  probably 
spent  about  half  an  hour  on  this  discussion  of  the  penalty  before 
the  subcommittee  and  there  was  very  significant  feeling  in  the 
subcommittee  to  do  away  with  penalties  altogether;  that  they  just 
plain  don't  work  but  they  did  finally  agree  to  go  along  with  this 
Administration  proposal,  since  they  tell  us  it's  more  flexible  and 
it  will  work  better. 

Those  are  our  major  CHAP  positions.     Now,  what  we  promised 
the  committee  we  would  do,  to  the  best  of  our  ability,  and  we're 
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trying  to  do  that  both  by  using  the  services  of  the  Congressional 
Budget  Office  and  independently,  the  services  of  HEW  in  preparing 
cost  estimates.     So,  in  effect,  although  we  can't  be  sure  we're 
right,  we,  at  least,  have  two  independent  sources  giving  us  some 
information    to  try  to  see  what  we're  talking  about  now,  in  terms 
of  added  costs  for  the  State  and  how  much  we  are  offsetting 
those,  in  terms  of  our  proposed  increases  in  the  matching  rate. 

I  think  I  can  tell  you  flatly  that  if  the  additional  costs 
to  the  States  turn  out  to  be  too  high,  they  will  back  away  from 
some  of  these  decisions  because  all  the  way  through,  they  were 
concerned  about  what  sort  of  a  fiscal  burden  they  were  putting  on 
the  State.     But,  as  I  say,  we  have  not  yet  looked  at  the  impact  of 
all  of  these  decisions  put  together.     We  think  we've  got  a  pretty 
good  idea.     We  don't  think  we're  asking  any  State  to  increase 
their  Medicaid  expenditures  by  more  than  about  maybe  3  percent  of 
what  they  spend  right  now,  but  we  will  take  a  look  at  that  before 
these  decisions  on  the  part  of  the  subcommittee  become  final. 

Let  me  just  mention,  real  guickly,  a  few  other  pieces  of 
legislation  that  are  of  interest  to  you.     One,  we  have  received, 
of  course,  the  Administration's  HMO  proposal.     They,  perhaps, 
presented  that  more  optimistically  to  you  than  I  would.  We've 
got  some  real  guestions  about  it  and  we'll  be  really  interested 
in  getting  information  from  you  on  what  you  think  the  impact 
of  it  will  be. 

I,  myself,  am  a  little  suspicious  when  I  see  that  they're 
coming  in  with  this  big  HMO  initiative  but  they  don't 
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anticipate  savings  to  the  Medicaid  program,  they  anticipate  costs. 
And  until  they  can  explain  that  to  me  a  little  better,  I  think 
they'll  find  some  skepticism  on  our  committee  about  it. 

Basically,  what  they're  proposing,  as  I  think  Mr.  Champion 
probably  indicated  to  you,  is  to  require  States  to  contract  with 
any  qualified  HMO  and  to  require  them  to  pay  95  percent  of  what 
they  call  the  adjusted  average  per  capita  cost  at  which  those 
services  could  have  been  received  on  a  fee  for  service  basis  in 
the  community.    Whether  they  can  come  up  with  good  figures  there 
is  the  question  that  we  want  to  be,  at  least,  a  little  more 
satisfied  about  before  we  make  a  decision  here.    And  whether  that 
95  percent  figure  is  the  right  figure  is  another  thing  we're 
interested  in.     They  tell  us  —  although,  to  tell  you  the  truth,  I 
don't  think  HEW's  information  is  too  good —  that  States    pay  less 
than  that  right  now,  more  like  80  percent.     I'd  be  surprised  if 
that's  the  case  but,  if  it  is  80  percent  right  now,  I'm  a  little 
confused  about  why  it  should  go  up  to  a  95  percent  level.     I  just 
would  alert  you  all  that  we  welcome  whatever  information  you  can 
give  us  on  that. 

We  also  have  a  piece  of  legislation  dealing  with  the 
regulation  of  clinical  laboratories  that  is  pending  before  our 
full  committee  right  now.     It  has  two  sections  which  relate  to 
Medicaid  that  I  think  you  would  find  of  interest.    One  is  the 
override  of  the  freedom  of  choice  requirement  so  that  you  can  sign 
contracts  with  more  limited  numbers  of  labs  to  provide  laboratory 
services  in  your  Medicaid  program.    We  were  ready  last  year,  and 
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in  fact,  had  taken  all  the  way  to  the  House  floor,  a  bill  that 
overrode  that  freedom  of  choice  requirement.     HEW  spent  a  lot  of 
time  telling  us  we  had  gone  too  far  and  this  year  we  have  over- 
ridden it  for  a  three-year  period  and  have  asked  them  to  come  in 
and  report  to  us  on  how  that's  working  before  we  extend  it  further. 

Second  thing  is,  as  1  suppose  many  of  you  know,  current 
Medicaid  requirements  say  that  a  physician  may  not  include  in  his 
bill  any  charge  for  a  laboratory  service  that  he  did  not  perform, 
that  was  performed  independently  by  a  laboratory,  that  you  must 
have  a  separate  lab  bill. 

Although  that's  the  regulations,  we're  not  real  clear  that's 
what  you're  doing  out  there.     Maybe  you  are;  maybe  you  aren't;  I 
doubt  that  you  are.     So  we,  in  effect,  stepped  away  from  that 
policy  a  little  bit  and  instead,  have  set  up  a  different  kind  of 
standard  to  say  to  a  State,  you  either  may  require  that  separate 
billing  or,  if  you  allow  the  physician  to  include  in  his  bill  a 
charge  for  laboratory  service  that  was  performed  elsewhere,  you 
will  not  allow  him  payment  beyond  what  the  laboratory  actually 
charged  him,  plus  a  handling  fee.     And  that's  the  policy  that  will 
be  set  up  for  both  Medicare  and  Medicaid.     We  have  been  very 
concerned  about  a  lot  of  physicians  who  put  a  very  heavy  markup  on 
those  laboratory  services  and  that's  what  we're  trying  to  address 
with  this. 

We  have  another  piece  of  legislation  which  has  now  gone 
through  the  House.     We  are  now  waiting  hopefully  to  go  into 
conference  on  the  Senate  with  it  but,  of  course,  since  the  Senate 
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hasn't  acted  at  all,  we've  got  a  long  wait  ahead  of  us.  That's 
legislation  to  increase  Federal  assistance  to  Guam,  Puerto  Rico 
and  the  Virgin  Islands,  the  Medicaid  programs  in  those  jurisdic- 
tions, and  put  it  on,  at  least,  a  slightly  more  equal  basis  with 
the  States.    What  we  propose  to  do  is  to  let  the  matching  rate  be 
determined  just  as  it  is  determined  for  the  States.    However,  we 
did  keep  in  effect  a  ceiling  on  the  maximum  amount  of  Federal 
expenditures  that  can  go  into  those  jurisdictions.     It  is  basi- 
cally about  double  what  it  was  when  it  was  last  adjusted,  I  think 
about  five  or  six  years  ago. 

And  that's  our  whole  legislative  agenda  right  at  the  moment. 
We  have  some  other  things  sort  of  looming  over  the  horizon  that  we 
mostly  spend  our  time  trying  not  to  think  about.    You  probably  do 
too;  that's  welfare  reform  and  national  health  insurance.  The 
best  I  can  tell  you  on  welfare  reform  is  this:    We  have  decided  to 
wait  and  see  if  it  looks  like  it's  seriously  going  to  move.     If  it 
is,  then  we  have  made  a  direct  commitment  that  we  will  go  ahead 
and  consider  what  kinds  of  changes  need  to  be  made  in  the  Medicaid 
program  to  make  it  fit  better  with  the  welfare  reform  effort.  The 
best  I  can  tell  you  is  that  we  don't  intend  to  let  happen  again 
something  that  has  happened  with  SSI  where  nobody  paid  any  atten- 
tion to  that  issue  and  all  of  sudden  SSI  was  the  law  and  nobody 
knew  what  was  supposed  to  happen  with  Medicaid.    Since  I  suffered 
through  that  with  you,  trying  to  figure  out  what  to  do  over  in  the 
Department,  we  hope  to  do  better. 
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Again,  how  we  would  change  policy  to  fit  with  that  welfare 
reform  effort  is  not  totally  clear.    We  generally,  I  think,  will 
be  guided  with  two  major  concerns  that  we  always  face;  one  is  to 
try  to  protect  as  many  people  on  the  current  program  as  we 
reasonably  can  and,  secondly,  to  set  it  up  in  such  a  way  that 
State  costs  do  not  increase  by  any  very  significant  amount.  So, 
working  within  those  two  goals,  that  is  what  we  would  expect  to 
deal  with. 

Frankly,  I  don't  know  how  to  tell  you  what's  going  to  happen 
with  welfare  reform.    Much  as  I  can  tell,  it  doesn't  look  to  me 
like  it's  moving  this  year  but  I  might  be  wrong  about  that. 

National  health  insurance  —  we  just  don't  know.    We  don't 
know  what  the  Administration  is  going  to  propose  and,  in  any  case, 
it's  obvious  it's  not  going  to  be  effective  very  guickly.    What  is 
obvious  to  me  though  is  that  the  people  in  the  Congress  don't  want 
to  wait  as  they  look  at  programs.     I  think  their  consideration  of 
the  CHAP  bill  is  a  good  example  of  it.     They  are  looking  toward 
basic  kinds  of  changes  in  Medicaid  and  they'll  make  them  piecemeal 
if  that's  what  they  have  to  do,  because  they've  kind  of  have 
waited  too  long,  knowing  that  Medicaid  is  deficient  because  there 
are  too  many  poor  people  it  doesn't  cover,  knowing  that  you  can't 
ask  States  to  take  on  a  lot  more  without  slowly  increasing  that 
Federal  matching  rate.     So  I  don't  expect  us  to  be  silent,  even  if 
national  health  insurance  doesn't  come  along  but  I  think  both  the 
Administration  and,  certainly  at  least  the  committee  I  work  for, 
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would  prefer  to  be  taking  these  actions  within  some  kind  of 
overall  context  of  where  we  hope  we'll  end  up. 

I'm  glad  to  take  questions  from  you.     I'm  sure  you  have  a 
number.    Do  you? 
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PUBLIC  LAW  95-142  (HR-3), 
MEDICARE  -  MEDICAID  ANTI-FRAUD  AND  ABUSE  AMENDMENTS 


Don  Nicholson 
Director,  Office  of 
Program  Integrity 
HCFA,  DHEW 
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Let  me  give  you  just  a  word  about  our  office  and  where  we 
are.     I  think  it  must  be  terribly  confusing  for  people  in  the 
States  to  understand  HCFA  and  what  it  stands  for,  how  it's  organ- 
ized, who  does  what  and  who's  responsible  for  whatever. 

Our  office  was  born  out  of  the  reorganization.    The  Office 
of  Program  Integrity  is  an  amalgamation,  actually,  of  two  offices 
that  were  previously  located,  one,  in  the  Medicare  Bureau,  the 
other  in  the  Medicaid  Bureau.    Medicare  has  had  for  a  period  of 
about  eight  or  nine  years,  the  function  of  what  they  call  program 
review,  with  a  staff  at  the  time  of  reorganization  of  over  300 
people,  that  were  involved  addressing  issues  in  fraud  and  abuse  in 
Medicare. 

Medicaid,  on  the  other  hand,  fairly  new  to  business,  had 
organized,  nevertheless,  and  had  a  division  of  fraud  and  abuse 
control  with  a  staff  of  approximately  80  to  100  people.  These 
functions  in  Medicare  and  Medicaid  and  the  staff  associated  with 
those  functions  were  merged  into  the  Office  of  Program  Integrity. 
We've  been  operative  now  since  the  time  of  the  reorganization. 

In  the  Regional  Offices  we  divide  our  function  into  two 
categories.    One  we're  calling  Management  Review;  the  other  Case 
Development . 

What  we  have  done  in  Medicare  in  the  past  and  what  we'll 
continue  to  do  in  the  future,  under  HCFA,  is  conduct  investiga- 
tions, reviews  on  specific  cases,  allegations  of  fraud  and  abuse 
in  the  Medicare  program.     That  will  be  performed  with  that  staff 
in  the  Regions  that  we  call  our  case  development  people. 
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The  other  function,  Management  Review,  will  be  the  oversight 
type  activity  where  we'll  be  going  in  with  the  Medicare  Bureau, 
the  Medicaid  Bureau,  looking  at  Medicare  contractors,  State 
Medicaid  agencies,  with  our  focus  being  specific  to  those  areas  of 
contractor  performance,  State  agency  performance,  related  most 
specifically  to  fraud  and  abuse  control. 

I  just  want  to  give  you  a  little  pitch  and  some  propaganda 
about  how  important  we  are  so  that  you  would  appreciate  our  func- 
tions and  our  relationships  and  roles  with  regard  to  HCFA. 

And  a  part  of  what  we're  doing  and  much  of  our  activity 
right  now  is  in  connection  with  HR-3  and  the  provisions  of  HR-3. 
As  you  know,  those  amendments  which  form  Public  Law  95-142  deal 
not  exclusively,  but  primarily,  with  fraud  and  abuse  control. 
It's  all  primarily  our  responsibility  in  the  Office  of  Program 
Integrity  to  develop  the  regulations,  the  guidelines,  the  proce- 
dures that  need  to  go  along  with  regulations  and  the  law. 

I  would  say  that  the  law  is  probably  a  potpourri  of  various 
things,  not  dealing  exclusively  with  fraud  and  abuse  control. 
There  are  areas  in  Public  Law  95-142  dealing  with  PSRO,  their 
responsibilities,  Medicaid  claims  processing,  and  so  on.  The 
Congress  in  drafting  the  legislation  that  dealt  specifically 
with  fraud  and  abuse  control,  was  really  interested  in  doing 
primarily  three  things. 

One,  they  were  interested  in  trying  to  provide  more  incen- 
tives to  the  State  Medicaid  agencies  to  focus  attention  on  fraud 
investigations  and  prosecutions. 
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The  second  thing  that  they  were  interested  in  doing  was  to 
assure  that  information  was  made  available  to  the  Federal 
government,  to  the  State,  so  that  information  could  be  used  for 
fraud  detection  and  investigations.     It  seemed  to  Congress  that 
many  things  particularly  related  to  a  provider  and  provider 
operations  were  not  routinely  disclosed,  were  not  often  available 
to  the  Federal  government,  the  State  government  in  the  performance 
of  audits,  et  cetera,  and  that  information  could  be  very  important 
information  from  the  standpoint  of  abusive  or  fraudulent  practices 
that  providers  might  be  engaged  in. 

Third,  Congress  was  interested  in  insuring  that  once  a  gross 
abuse  situation  or  fraudulent  situation  was  determined,  that  there 
was  a  penalty  more  stringent  than  had  been  existent  in  the  past  to 
fit  the  crime.    Let  me  focus  in  a  little  bit  with  the  major  provi- 
sions of  HR-3,  that  deal  with  those  three  areas  of  Congressional 
interest . 

The  first  area,  providing  more  incentive  for  States  to  do 
more  investigation  into  Medicaid  fraud  is  Section  17  which  has 
been  discussed  in  a  little  bit  of  detail  in  some  of  the  sessions 
already . 

The  Congress,  I  think  at  least  for  the  last  two,  three  or 
four  years,  has  really  been  concerned  about  all  the  fraudulent 
practices  they  feel  the  providers  are  engaged  in  under  the  Medi- 
caid program.     And  this  concern  has  been  manifested  in  many  ways. 
I  mentioned  that  the  Medicaid  program  established  the  Division  of 
Fraud  and  Abuse  Control  approximately  two  years  ago.    This  was  as 
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a  direct  result  of  Congressional  mandate  and  Congressional  concern 
over  fraud  and  abuse  in  Medicaid. 

At  the  same  time  they  had  this  concern  about  a  lack  of 
activity,  they  became  aware  of  an  activity  in  New  York  that  they 
thought  was  particularly  good.     The  special  prosecutor  in  that 
State  had  over  a  period  of  a  couple  of  years,  demonstrated  some 
performance  that  the  Congress  felt  was  very  worthwhile.  Although 
there  hadn't  been  any  Medicaid  indictments  or  convictions  for  a 
period  of  approximately  five  years,  from  1970  to  '75,  the  special 
prosecutor  of  New  York,  through  his  staff  and  his  activities,  has 
been  successful  in  procuring  in  the  nursing  home  area  alone,  some 
90  indictments,  27  convictions,  and  had  established  $4  million  in 
criminal  restitution. 

So  you  had  kind  of  a  dual  thing  here;  Congressional  concern 
that  there  was  a  lot  of  Medicaid  fraud  and  the  State  not  really 
organized  in  a  fashion  to  deal  with  that  very  effectively  and 
then,  at  the  same  time,  you  had  this  one  situation  up  in  New 
York,  where  there  had  been  some  successes  demonstrated. 

So  what  Congress  did  was  say,  all  right,  what  ought  to 
happen  then,  there  ought  to  be  some  legislation  encouraging 
States  and  giving  States  more  money  if  they  structure  a  function 
that's  comparable  to  the  function  of  the  special  prosecutor  in  New 
York. 

The  increased  funding  would  be  at  a  rate  of  90  percent  and 
the  funding  relates  specifically  to  activities  that  are  for  the 
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investigation  and  the  prosecution  of  Medicaid  fraud.     It  does  not 
relate  to  funding  for  detection  purposes,  for  example. 

The  office  that  is  established  has  to  be  separate  and 
distinct  from  the  State  Medicaid  agency.     Actually,  the  legisla- 
tion itself  encourages  those  units  to  be  established  in  the  State 
attorney  general's  office  and  the  arrangements  for  funding  and  the 
mechanics  for  funding  give  more  advantage  to  States  if  the  office 
is  located  in  the  attorney  general's  office.    However,  they  don't 
have  to  be.     They  can  be  located  in  another  entity  within  the 
State,  either  in  an  organization,  an  umbrella  agency  of  the  State, 
as  long  as  it's  not  the  same  agency  as  the  single  State  agency  for 
Medicaid  purposes  or  somewhere  else. 

In  addition  to  investigating  situations  of  Medicaid  fraud, 
the  fraud  unit  also  has  responsibilities  for  receiving  complaints 
and  conducting  reviews  on  patient  abuse  and  neglect.     In  this 
particular  area  of  responsibility  the  fraud  unit  would  take  the 
complaint  and  look  at  it  but  refer  it  to  that  organization  that 
may  be  located  elsewhere  in  the  State,  who  would  typically  be 
concerned  and  do  reviews  and  investigations  where  you  have  allega- 
tions of  patient  abuse. 

If  there  are  some  indications  of  criminal  intent  in  connec- 
tion, however,  with  patient  abuse  then  the  fraud  unit  would  be 
responsible  for  it. 

They  would  also  be  responsible  if  it  was  worked  out  this  way, 
between  the  fraud  unit  and  the  State  Medicaid  agency,  for  collecting 
overpayments  in  any  situations  where  the  fraud  unit  had  a  case  under 
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investigation.     However,  this  would  be  at  the  option,  and  as  I 
indicated,  would  be  accommodated  through  an  agreement  that  would  be 
worked  out  between  the  State  Medicaid  agency  and  the  fraud  unit. 

In  some  instances,  you  may  have  situations  where  the  fraud 
unit  would  develop  the  facts  of  the  case,  once  it  had  determined 
that  litigation  was  not  possible,  refer  the  matter  then  to  the 
single  State  agency  for  recoupment  of  overpayment  or  whatever 
administrative  sanction  was  appropriate. 

In  other  instances,  it  may  be  worked  out  so  that  the  fraud  unit 
would  actually  take  the  overpayment  recovery  action  itself  and  then 
refer  the  monies  back  through  the  State  and  Federal  coffers. 

As  far  as  what  we've  done  at  this  point  in  time,  the  regula- 
tions have  been  developed.     They  were  published  in  interim  finals, 
January  the  23rd.    As  I  indicated,  they're  interim  final  —  there 
is  a  comment  period  of  45  days. 

Mr.  Johnson  made  reference  to  some  of  the  concerns  that  the 
State  Medicaid  directors  have.    We'll  be  considering  very  seriously 
those  concerns  and  it  will  be  possible  to  amend  the  regulations 
as  already  published. 

We  are  asking  that  the  governor  determine  what  agency  in  the 
State  should  be  designated  as  a  fraud  unit.     So  far,  we  have 
received  applications  from  three  States.     We've  had  about  29  or 
so  who've  expressed  a  strong  degree  of  interest  in  participating 
under  the  Section  17  provisions.     We  are  estimating  now  that  we'll 
probably  have  somewhere  in  the  neighborhood  of  25  to  30  States  with 
certified  fraud  units  over  the  next  six  months  or  so. 
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The  exact  dollar  amount  that  will  be  involved  with  the 
Federal  government  payment  for  this  activity  is  unknown  but  it 
looks  like  it  will  be  somewhere  in  the  neighborhood  of    55  or  60 
million  dollars,  if  our  projected  estimates  on  the  number  of  fraud 
units  is  correct. 

The  certification  itself  lasts  for  a  period  of  one  year. 
The  unit,  if  it's  interested  in  being  certified  beyond  that,  has 
to  apply  for  recertification,  and  we  will  do  on-site  inspections, 
reviews,  to  determine  whether  or  not  the  reguirements  of  the  regula- 
tions are  met  to  offer  the  certification.     The  same  thing  will  be 
true  of  the  certification. 

In  addition  to  that,  we're  anticipating  that  periodically, 
working  with  the  Inspector  General  and  his  investigative  staff  in 
the  Region,  we'll  be  in  and  out  of  the  fraud  units,  working  along 
with  them,  seeing  how  their  operation  is  going  so  this  will  be  kind 
of  a  continuing  process. 

As  far  as  the  funding  levels  are  concerned,  I  mentioned  that 
90  percent  of  the  buck  that  would  be  available  would  be  Federal 
dollars.     However,  there  is  a  limit  on  that.     The  way  that's  com- 
puted, the  dollar  amount  would  be  one  guarter  of  1  percent  of  the 
preceding  guarter 's  expenditures  for  Medicaid  benefit  payments  and 
administration  or  $125,000,  whichever  is  greater. 

I  don't  have  any  examples  as  to  how  that  would  calculate 
exactly.     I  think  that  we  have  somewhere  in  the  neighborhood  of  15 
or  20  States  that  would  be  affected  by  the  one  guarter  of  1  percent 
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formula,  with  the  majority  of  the  States,  the  smaller  States,  just 
receiving  a  flat  $125,000  per  quarter  to  carry  out  this  function. 

However,  just  because  that  formula  would  allow  those  X  number 
of  dollars,  does  not  necessarily  mean  that  that  X  number  of  dol- 
lars would  flow  into  the  State.     A  very  important  part  of  the 
certification  will  be  budget  submittals,  review  of  anticipated 
expenditures,  this  sort  of  thing,  so  that  we  would  be  working  with 
the  fraud  units  to  insure  that  the  dollars  that  they  have  budgeted 
for  their  anticipated  operations  are  reasonable,  the  limit  not- 
withstanding . 

One  of  the  important  elements  that  will  have  to  go  into  any 
of  the  certifications  is  an  MOU.     We  are  requiring  that  the  fraud 
units  develop  a  Memorandum  of  Understanding  with  the  State  Medicaid 
agency  so  that,  through  the  development  of  that  document  there  can 
be  a  clear  understanding  between  the  fraud  unit  and  the  State 
Medicaid  agency  as  to  their  respective  roles,  inter-relationships. 
The  Memorandum  of  Understanding  must  allow  for  the  fraud  unit  to 
have  access  to  the  State  agency's  records.     That  may  be  important 
information  for  them  to  have  in  the  course  of  the  conduct  of  an 
investigation . 

They  must  also  be  allowed  to  have  computerized  data.  Here, 
we're  talking  primarily  about  profiles  so  that  if  payment  informa- 
tion in  a  certain  form  and  format  is  thought  to  be  necessary  by  the 
fraud  unit  in  order  for  them  to  conduct  their  investigation,  this 
information  must  be  made  available  by  the  State  Medicaid  agency  to 
that  fraud  unit. 
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The  fraud  unit  must  also  have  access  to  the  same  extent  and 
the  same  degree  that  the  State  Medicaid  has  access,  to  provider 
records  and  information.     What  we're  doing  now  and  what  will  have 
to  happen,  we  will  be  developing  new  State  plan  reguirements .  In 
other  words,  there  are  two  parties  to  the  process  and  both  of  them 
will  need  to  do  certain  things;  the  fraud  unit  on  the  one  hand,  and 
the  State  plan,  it  will  spell  out  what  the  State's  responsibilities 
are  in  relation  to  the  fraud  units  and  in  the  regulations  themselves 
and  attendant  guidelines  that  will  spell  out  the  reguirements  of  the 
fraud  unit. 

The  cut  we're  trying  to  make,  with  regard  to  the  State 
Medicaid  agencies  on  the  one  hand  and  the  fraud  unit  on  the  other 
hand,  is  that  the  State  Medicaid  agency,  in  the  same  way  that  it  has 
responsibilities  now,  would  continue  to  have  responsibilities  for 
fraud  detection,  detection  through  beneficiary  or  recipient  feedback 
systems,  detection  through  computer  processes.     They  would  also  be 
responsible  for  continuing  to  develop  abuse  situations  where  there 
is  a  problem,  for  example,  with  over-utilization  or  apparent  over- 
utilization  and  putting  the  facts  together  to  finally  adjudicate 
that  kind  of  a  situation. 

However,  insofar  as  the  conduct  of  actual  criminal  investiga- 
tion is  concerned,  this  would  not  fall  to  the  responsibility  of  the 
State  Medicaid  agency  any  longer.     Rather  the  fraud  unit  would 
assume  that  responsibility.     I  think  this  is  what  Mr.  Johnson  was 
alluding  to  from  the  podium  this  morning.     The  difficulty  in  being 
able  to  make  a  fine  line  of  demarcation  as  to  what's  involved  in 
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the  detection  process,  preliminary  review,  if  you  will, 
and  where  that  stops  and  actual  investigations  begin. 

I  was  very  pleased  to  hear  that  the  State  Medicaid  directors 
have  named  a  program  integrity  committee  so  that  we  can  hammer 
home  on  this  a  little  bit  more  and  try  to  come  up  with  language 
that  is  perhaps  a  little  more  specific  and  can  be  thought  to  be 
sensible  by  all  the  State  Medicaid  agencies  and  those  entities  out 
there,  mainly  the  attorney  general,  who  would  ultimately  become  the 
fraud  units. 

I  think  as  far  as  the  State  Mediciad  agencies  are  concerned, 
this  is  the  area  that  you're  most  affected,  as  a  result  of  HR-3  and 
one  where  we  have  certainly  been  devoting  a  lot  of  our  time  over  the 
several  months.     But  there  are  some  others. 

I  mentioned  that  the  Congress  has  three  primary  areas  of 
concern.     One,  to  increase  the  State  capability  to  investigate  and 
prosecute  Medicid  cases  and  we've  already  talked  about  that  with 
Section  17. 

I  mentioned  also  that  another  area  of  concern  was  insuring 
that  there  was  information  available  to  the  State  and  Federal 
government  that  would  be  important  in  detecting  and  investigating 
fraudulent  situations. 

There  are  actually  several  sections  of  HR-3  that  reference 
the  business  of  disclosure,  one  being  Section  3.     Section  3 
reguires  that  providers  as  a  condition  for  participation  in  Medicare 
Medicaid,  disclosure  ownership  information  with  regard  to  particu- 
lar providers.     If  you  have  an  individual  who  owns  5  percent  or  more 
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of  a  provider,  then  that  information  has  to  be  disclosed  as  part  of 
the  certification  process. 

Additionally,  we  would  want  to  know  any  significant  ownership 
that  the  provider  principles  have  in  any  major  suppliers  to  those 
providers,  the  concern  here  being  obvious.     You  could  have  situa- 
tions where  a  single  individual  has  significant  financial  interest 
in  both  a  provider  and  supplier  so  that  he's  more  or  less  buying 
stuff  from  himself  and  at  inflated  prices,  then  perhaps  Medicare 
and  Medicaid  in  their  reimbursement  formula,  are  paying  more  than 
they  really  should  be  paying  for  those  goods  or  services. 

So  the  whole  business  of  disclosing  information  with  regard, 
not  only  to  the  financial  interest  that  the  individual  has  in  the 
provider,  but  any  interest  that  he  has  in  subcontractors,  sup- 
pliers to  the  providers  and  in  related  providers  is  provided  for 
in  Section  3. 

A  primary  area  of  concern  and  something  that  we're  kind  of 
debating  with  ourselves  right  now  is  exactly  how  the  Department 
should  conform  to  the  provisions  of  the  law.     It  seems  that  there's 
one  of  two  ways  you  could  go  here.    One  being,  okay,  provider,  you 
have  to  have  this  information  and  it  has  to  be  made  available  so 
that  what  you  can  do  is  keep  it  in  your  files  and  make  it  availa- 
ble on  request.    Now  if  we  request  it,  we're  going  to  want  it 
within  a  certain  time  frame  because  it  will  be  deemed  pertinent  for 
a  review  and  audit  and  investigation  we're  conducting.     That's  kind 
of  one  issue.     The  other  issue  is,  this  information  should  be 
disclosed  routinely,  and  there  should  be  some  kind  of  an 
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intelligence  system  established  so  that  we  are  able,  on  a  national 
basis,  to  know  where  there  are  interlocking  directorships,  owner- 
ships of  several  facilities  by  a  single  individual  and  this  sort  of 
thing.    A  little  bit  of  cost  benefit  analysis  is  going  on  right  now 
to  determine  which  way  might  be  the  preferred  way  and  what  the  cost 
is,  versus  the  benefit,  for  example,  in  establishing  an  intelligence 
system. 

A  second  area  relating  to  disclosure  is  Section  8. 
Section  8  reguires  that  the  provider  disclose  to  the  Department 
the  names  of  any  individuals  who  have  ever  been  convicted  for 
any  offenses,  criminal  offenses,  under  Title  XVIII,  Title  XIX. 
The  purpose  for  the  information  is  fairly  obvious,   I  think.  If 
you  have  a  person  who  has  been  convicted  under  Medicare/Medicaid 
occupying  a  significant  position  in  a  provider  shop,  then,  this 
may  be  a  basis  for  suspicion;  the  things  that  this  person  did 
before,  he  may  do  again  and  you  would  want  to  look  fairly  closely 
at  the  providers' s  shop  and  whether  or  not  the  provider  may  be 
trying  to  abuse  or  defraud  the  Medicare  or  Medicaid  programs. 

We're  developing  now  some  language  which  will  be  in  the  form 
of  an  affidavit  that  would  necessarily  need  to  be  signed  by  each 
provider  stating,  in  effect,  I  do  not  have  anybody  working  for 
me,  in  a  key  management  position  who  has  been  convicted  of  Medicaid 
or  Medicare  offenses.     This  will  be  something  that  we  will  be 
reguiring  of  all  providers.    Of  course,  if  that's  a  false  affida- 
vit or  proven  to  be  false  later  on,  then  this  would  subject  the 
provider  to  termination  from  the  Medicare/Medicaid  programs. 
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One  more  area  with  regard  to  disclosure.     It  seems  that  the 
Title  XIX  statute  as  it  previously  existed,  although  it  accommo- 
dated a  State  Medicaid  agency's  need  for  access  to  information  in 
a  provider  organization,  it  didn't  extend  that  authority  to  the 
Secretary,  and  what  Congress  wanted,  recognizing  that  there 
was  increasing  Federal  role  in  the  conduct  of  investigation,  was 
for  the  language  to  be  standard,  so  the  Secretary  could  have 
access  in  the  same  way  as  the  State  Medicaid  agency  to  information 
that  may  be  needed  from  providers,  when  necessary,  for  the  conduct 
of  an  audit  investigation. 

It  is  just  brief  language,  kind  of  a  technical  amendment  but 
very  important  because  we  have  had  problems.    The  Inspector  General 
has  had  problems  in  the  past  in  being  able  to  access  information 
from  certain  kind  of  providers  because  it  wasn't  clear  in  the 
statute  that  the  Secretary  actually  had  that  authority,  even  though 
the  State  Medicaid  agency  did. 

Congress  wanted  to  make  sure  that  the  State  Medicaid  agency 
had  an  increased  capacity  to  investigate  and  prosecute  Medicaid 
fraud.     They  accommodated  that  by  Section  17.     They  wanted  to  make 
sure  that  there  was  more  information  disclosed  that  may  be  perti- 
nent to  detecting,  investigating  situations  of  abuse  and  afraud. 
They  accommodated  that,  primarily  by  Sections  3,  8  and  9. 

Another  area  that  they  were  concerned  about  was  the  fact  that 
once  a  serious  problem  was  uncovered  and  the  facts  regarding  that 
problem  were  established,  there  wasn't  a  punitive  action  that  was 
sought  that  was  commensurate  with  the  problem. 
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It  chagrined  Congress  a  little  that,  in  spite  of  the  fact 
that  providers  were  convicted  of  Medicare  and  Medicaid  fraud,  they 
continued  to  operate  in  the  program.  And  what  Congress  wanted  was 
some  assurance  that  if,  in  fact,  providers  were  convicted  --  and 
I'm  referring  to  providers,  practitioners,  suppliers,  et  cetera  -- 
once  these  providers  were  convicted,  that  they  would  be  terminated 
or  suspended  from  the  Medicare  and  Medicaid  programs. 

The  specifics  of  this  section  reguire  that  any  provider  con- 
victed after  October  25,  1977  be  automatically  suspended  from 
both  the  Medicare  and  the  Medicaid  programs. 

There  have  been  some  providers  who  have  been  convicted  since 
that  date  who  actually  have  not  been  suspended.     This  is  because 
we  have  been  putting  procedures  together  that  will  allow  this 
provision  of  95-142  to  actually  be  implemented.    We  have  several 
situations  identified  right  now  and  termination  letters  are  being 
prepared  and  will  be  released  very  shortly  on  providers  who  have 
been  terminated  under  Medicare. 

Now,  what  we'll  be  doing  and  the  statute  provides  for  this, 
is  notifying  the  State  Medicaid  agency  concurrent  with  notifying 
the  provider  that  the  provider  has  been  terminated  under  Medicare 
so  the  State  Medicaid  agency  can  take  the  action  to  terminate  the 
provider  under  Medicaid. 

We  also  have  to  get  information  from  the  State  Medicaid  agency 
to  know  which  providers  may  have  been  convicted  for  Medicaid  fraud 
since  October  25,   1977,  so  that  on  receipt  of  that  information,  we 
can  take  termination  action  under  Medicare. 
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We  will  be  asking  our  regional  office  to  contact  each  of  the 
State  Medicaid  agencies  just  to  poll  them  and  determine  what 
convictions  have  taken  place  since  October  25.    Once  we  receive 
that  feedback,  we  will  take  the  action  to  terminate  them  under 
Medicare  and  to  notify  the  State  Medicaid  agency  of  our  action 
under  Medicare  so  that  a  concommitant  action  can  take  place  under 
Medicaid . 

This  suspension  is  not  appealable.     The  provider  does  not  have 
a  right  to  appeal  the  suspension.    Part  of  what  has  to  happen  in 
giving  the  suspension  is  the  length  of  the  suspension.     It  has  to 
be  determined  whether  the  suspension  should  be  six  months,  two 
years,  five  years,  whatever.     The  provider  does  have  a  right  to 
appeal  the  length  of  the  suspension. 

Normally,  in  determining  how  long  the  provider  should  be 
suspended  to  the  program,  we'll  be  relating  to  the  sentence,  so 
that  if  the  court  determined  that  he  should  have  been  sentenced 
for  two  years,  for  example,  maybe  a  two-year  probative  sentence, 
then  the  length  of  the  conviction  would  typically  follow  the 
length  of  the  sentencing. 

In  addition,  HR-3  also  provides  that  providers  who,  although 
not  convicted  for  Medicaid-Medicare  fraud,  and  guilty  of  gross 
abuse  —  this  is  primarily  in  the  area  of  over-utilization  but 
also  it  could  be  in  the  area  of  consistent  overcharging  —  he 
would  also  be  a  candidate  for  suspension  under  the  Medicare 
program. 
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The  law  does  not  require  in  those  instances  that  the  Medicaid 
program  also  suspend  the  provider.     However,  the  information  would 
be  given  to  the  Medicaid  people  so  that  an  analysis  could  be  done 
under  Medicaid  comparable  to  the  Medicare  analysis,  to  determine 
if  the  provider  should  be  also  suspended  under  Medicaid. 

The  law  does  not  require,  but  does  strongly  suggest,  that  in 
taking  any  of  these  suspension  actions,  that  the  Secretary  should 
consult  with  the  PSRO,  if  the  PSRO  is  operating  in  an  area  where 
the  provider  is  operating.     Short  of  that,  obviously,  we  have  to 
have  in  any  one  of  those  instances,  some  professional  evaluation 
of  what  the  facts  otherwise  tend  to  indicate,  so  that  we  would 
need  to  use  the  medical  society  or  some  medical  consultant  to 
reach  a  judgment  on  suspension  on  the  basis  of  gross  abuse. 

Congress  also  felt  that  the  penalties  that  were  provided  for 
by  the  Medicare  and  Medicaid  statutes  were  not  severe  enough  and 
raised  what  has  been,  for  the  most  part,  misdemeanors  under  Title 
XVIII,  Title  XIX  for  provider  fraud.     It  allowed  an  increase  of 
fines  from  up  to  $2,000  to  $25,000  and  increased  the  length  of 
imprisonment  from  six  months  to  up  to  five  years. 

There's  some  debate  as  to  whether  or  not  this  was  such  a 
good  idea  on  the  part  of  Congress.     The  fact  is  that  most  U.S. 
attorneys,  at  least,  have  prosecuted  Medicare  cases  under  a 
statute  other  than  the  criminal  provisions  in  Title  XVIII  and 
Title    XIX  and  have  opted  instead  for  sections  of  the  U.S.  Code 
which  would  allow  for  these  cases  to  be  prosecuted  as  felonies 
with  more  stringent  penalties.    What  a  U.S.  attorney  could  do 
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before  was  prosecute  under  a  Title  XVIII  statute,  which  provided 
for  a  misdemeanor  and  this  was,  oftentimes,  used  as  a  bargaining 
point  between  the  U.S.  attorney  and  the  counsel  for  the  defense. 

So,  in  some  instances,  U.S.  attorneys  feel  that  a  tool  that 
they  had  previously  that  was  often  effective  has  now  been  taken 
away.     Because  now  the  only  way  they  can  convict  a  provider  for 
fraud  under  Medicare  and  Medicaid  is  under  a  felony  statute. 

As  I  indicated  earlier,  most  of  our  attention  has  been  given 
to  Section  17.     We  have  in  draft  now,  guidelines  in  addition  to 
the  regulations  that  have  been  issued,  that  provide,  I  think, 
fairly  explicit  instructions  on  the  way  that  the  State  Medicaid 
agencies,  and  fraud  units  when  certified,  should  operate. 

We  had  two  training  sessions;  one  in  Seattle,  one  in  Atlanta, 
with  our  Regional  people,  on  Section  17  and  instructed  them  to  go 
out  and,  through  invitations  to  the  governor,  invite  each  of  the 
States  who  were  interested  in  information  on  Section  17,  so  that 
in  each  of  the  10  Regional  Offices,  training  sessions  have  been 
conducted  with  State  people  on  the  elements  of  Section  17. 

We're  still  having  to  put  together  some  policies  with  regard 
to  exclusion,  termination  and  also  with  regard  to  disclosure  and 
in  doing  that,  we're  not  playing  alone.  We  are  playing  with  the 
Medicaid  Bureau,  with  the  Medicare  Bureau,  with  the  Bureau  of 
Quality  and  Standards  and  we  have  had  a  lot  of  meetings,  discus- 
sions, debates,  fistfights  among  ourselves  and  among  those  other 
agencies  as  to  exactly  how  we  should  accommodate  that.     But  we're 
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getting  closer  and  there  will  be  somewhat  of  a  flurry  of  activity, 
particularly  in  the  area  of  exclusions  and  terminations  that 
you'll  be  involved  in  in  the  near  future. 
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CLOSING  REMARKS 


Richard  Heim 
Director,  Medicaid  Bureau 
HCFA,  DHEW 
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You're  in  luck  this  morning,  ladies  and  gentlemen.     I  have  a 
plane  to  catch  fairly  soon  so  I  won't  be  taking  up  too  much  of 
your  time. 

First  of  all,  however,  I  do  want  to  thank  you  all  for  your 
expressions  of  support.     I  think  going  into  Washington  is  an 
exciting  prospect.     It's  also  a  scary  prospect  but  I  think  the 
personal  expressions  of  support  which  I  have  received  from  so  many 
of  you  individually  and  from  the  group  through  Glen  will  make  the 
frightening  aspects  of  it  a  little  less  frightening  and  I  thank 
you  for  this. 

This  morning  for  just  a  few  minutes  I'd  like  to  make  just  a 
few  observations  and  then  a  few  —  not  campaign  promises  but 
I'd  like  to  outline  in  general  some  of  the  things  that  are  of 
interest  to  me  and  I'm  happy  to  note  that  they  coincide,  I  think, 
very  closely  with  some  of  the  things  that  are  of  interest  to 
you. 

There  are  four  observations  I  would  like  to  make.     The  first 
—  and  some  of  this  is  redundant.    We've  heard  it  before  from 
some  of  the  other  speakers.     Hale  Champion  certainly  went  into 
this  yesterday  but  the  realization  that  Medicaid  is  an  extremely 
complex  program;  we  know  this;  we're  working  in  it.    We  see  it 
every  day. 

I  think  we  tend,  however,  to  use  that  as  a  bit  of  a  crutch  or 
an  excuse  as  to  why  we  can't  do  more.  We  say,  well  it's  a  compli- 
cated program.     It's  an  unintelligible  program  for  anyone  who  is 
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not  involved  in  it.     I  prefer  to  turn  it  around  a  little  bit  and 
look  at  it  in  a  positive  way.     Yes,  it  is  a  very  difficult  pro- 
gram, a  very  complicated  program,  but  it  has  accomplished  a  lot  of 
good  and  I  don't  think  we  should  ever  forget  this. 

And,  whether  we  like  it  or  not,  and  whether  we  like  all 
aspects  of  it  or  not,  it  is  the  only  vehicle  we  have  right  now 
for  meeting  the  health  needs  of  our  eligible  poor  citizens.     And  I 
think  it  is  our  collective  job    to  make  it  work  as  well  as  we 
possibly  can  make  it  work. 

My  second  observation  is  that  not  only  is  Medicaid  a  compli- 
cated program  but  it's  also,  perhaps,  the  most  complicated  of 
the  grants-in-need  programs,  at  least  those  with  which  I  have  been 
familiar . 

So  it's  a  Federal-State  program.     It's  a  program  of  shared 
responsibilities,  shared  funding.     The  States  have  a  very 
important  role  in  this  program.     It  is  not  a  Federal  program.  It 
is  a  joint  program.     It  always  has  been  my  biased  suspicion  that 
some  of  our  counterparts  in  the  Federal  establishment  didn't 
recognize  that  this  is  a  State-Federal  program. 

Bob  Derzon  in  the  private  session  with  the  Feds  the  other  day, 
talked  about  our  role  in  Federal  government  of  providing  creative 
assistance  to  the  States.     I  like  that.     I  like  that  term,  "crea- 
tive assistance"  but  I  think  we  need  to  recognize  that,  as  nice 
people  as  we  all  are,  obviously,  that  there  is  going  to  be 
friction.     And  I'd  like  to  take  Bob  Derzon 's  term  of  "creative 
assistance"  which  I'm  certainly  committed  to,  and  recognize  that 
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we  do  have  friction,  we're  going  to  have  tension,  but  I  hope  it 
will  be  a  creative  tension.     If  it  is  creative,  then  I  think, 
together,  we  can  resolve  a  lot  of  the  problems  that  currently  do 
exist  in  the  program. 

I  think  we've  all  suffered  from  a  certain  lack  of  credibility 
in  dealing  with  our  respective  legislatures.     Certainly  this  is 
true  on  the  national  level  with  the  Congress.     You  don't  estab- 
lish credibility  with  the  legislative  body  by  saying,  that  law  is 
no  good.     It  may  be  true  but  I  think  it  is  our  role  as  administra- 
tors, as  members  of  the  executive  branch  of  government,  to  carry 
out  the  wishes  of  our  elected  officials  in  the  legislative  branch. 
They  represent  the  citizens  of  this  country  and  only  by  carrying 
out  their  mandates,  by  trying  to  carry  them  out,  to  the  best  of  our 
abilities,  can  we  go  back  to  them  and  point  out  the  idiocies  and 
the  inconsistencies  that  occasionally  come  out  of  legislation. 

So  I  guess  what  I'm  saying  is  that  I  think  we've  got  a  man- 
date from  the  Congress.     They  say  we're  going  to  do  this  or  there 
are  going  to  be  certain  penalties  attached.     I  think  we've  got  to 
enforce  that.     We  may  not  like  it  but  I  think  we're  going  to  have 
to  try  and,  in  enforcing  it,  we  can  go  back  to  them  with  the 
results  and  say,  this  is  what  needs  changing,  with  some  solid 
reasons,  not  just  because  we  don't  like  it  but  because  we  will  have 
evidence  to  back  it  up. 

The  last  observation  I'd  like  to  make  is  that  we  keep  hear- 
ing about  national  health  insurance.     I  don't  know  about  you,  how 
you  feel  about  it.     With  me,  it's  not  a  matter  of  how  I  feel  about 
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it.     I  think  it's  just  a  recognition  that,  whether  we  like  it  or 
not,  it's  going  to  come  about  sometime. 

The  variables  are  not  if  it's  going  to  happen.     I  think  it's 
when  and  in  what  form.     And  I  think  it's  these  latter  two  vari- 
ables that  interest  me  and  I  think  should  interest  you.  Because 
I  think,  collectively,  in  this  room,  we  probably  have  the  best 
knowledge  and  the  best  experience  about  what  can  and  cannot  work 
in  a  national  health  insurance  scheme.     I  think  by  trying  to 
improve  the  administration  of  Medicaid,  we  can  give  some  focus, 
some  legitimate  direction  to  what  can  work  when  we  move  into 
national  health  insurance,  incrementally  or  otherwise. 

Now,  I  would  like  to  just  make  a  few  comments.     These  are  not 
campaign  promises  but  I  do  want  to  share  with  you  a  few  of  the 
ideas  that  I  think  are  important  and  some  of  the  things  that  I'm 
going  to  try  to  do.    How  much  is  going  to  be  possible,  I  don't 
know  as  yet.     I'm  going  to  have  to  wait  until  I  get  into  Washing- 
ton and  start  dealing  with  the  reality  of  the  bureaucracy  and  the 
restraints  that  exist  there. 

I  don't  think  there's  any  guestion  that  we  need  to  work  to 
strengthen  management  in  the  Medicaid  program.     I  think  there  are 
a  number  of  dimensions  of  this,  many  of  which  were  included  in  the 
report  that  Glen  Johnson  made. 

First  of  all,  I  think  that  we,  on  the  National  level,  have  to 
do  what  we  can  to  permit  the  lawful  processes  of  big  government  to 
work.     You've  very  aware  of  it  and  I  just  want  to  let  you  know 
that  I 'am  aware  of  the  fact  that  our  State  governments,  for  the 
most  part,  are  carbon  copies  of  the  National  government. 
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The  same  political  and  legislative  processes  that  take  place 
in  the  National  government,  also  take  place  in  the  State  govern- 
ment.    I'm  not  so  sure  that  the  National  government  has  always 
permitted  these  political  and  legislative  processes  to  take  place 
on  the  State  level. 

To  the  extent  that  this  is  possible,  and  there  are  some 
instances  when  it  is  not  possible  — I  think  you  will  recognize 
this  —  I  should  like  to  work  to  permit  more  realistic  effective 
dates  of  National  policy.     I  was  very  happy  yesterday  afternoon  to 
hear  Karen  Nelson  in  talking  about  CHAP  mention  that  some  of  the 
provisions  of  that  legislation  will  not  take  place  until  after  the 
State  legislatures  have  a  chance  to  react  to  it,  to  make  what 
adjustments  are  necessary  in  State  law  and  in  State  appropriation. 
I  think  this  makes  an  awful  lot  of  sense. 

Also,  to  the  extent  possible,  we  should  like  to  notify  the 
States  of  impending  changes  as  guickly  as  we  know  about  them. 
And  to  communicate  to  you  the  changes  that  are  in  the  mill,  even 
though  they  may  not  be  final  as  yet,  to  give  you  as  much  advanced 
warning  as  possible. 

One  of  your  recommendations,  Glen,  was  on  the  comment 
period,  on  draft  regulations.     I  don't  think  there's  anything 
sacred  about  30  days  or  60  days  or  something  like  that,  unless 
there  is  some  other  overriding  reason.    So  I  should  like  to  extend 
to  you  a  realistic  period  of  time  to  comment  on  the  changes  and  to 
the  extent  that  we  can  allow  you  60  or  90  days  or  longer,  if  it's  a 
major  change,  I  want  you  to  know,  it  is  our  intention  to  do  so. 
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We  talked  about  the  separation  of  powers  and  our  responsi- 
bility as  people  in  the  executive  branch  of  government  to  carry 
out  the  wishes  of  our  people,  as  expressed  by  their  elected 
representatives  in  the  legislatures.     I  think  we  need  to  look  more 
carefully  at  the  administrators  and  the  fiscal  impact  of  legisla- 
tive changes  and  communicate  these  to  the  legislatures,  to  the 
Congress  and  to  the  legislators  before  the  legislation  passes.  We 
do  want  your  input  on  this  and,  to  the  extent  that  it  is  possible, 
we  want  to  develop  administrative  and  budgetary  impact  statements 
before  legislation  passes. 

Glen,  you  also  talked  about  performance  standards.     There  is 
an  effort  on  the  way  in  HEW  right  now  to  make  the  regulations 
more  readable,  to  reduce  them  in  size  and  also  to  replace  them,  to 
the  extent  it  is  possible,  with  realistic  performance  standards. 
It  is  my  intention  to  intensify  this  effort.     It's  difficult  to 
bring  about.     We  can  accept  the  reasonableness  of  this,  but 
converting  the  concept  to  reality  is  difficult.     Again,  I  would 
call  upon  the  State  council  for  assistance  in  this  matter. 

On  this  issue,  to  the  extent  possible,  we  should  like  very 
much  to  be  able  to  come  out  to  the  State  and  evaluate  your  perfor- 
mance on  the  basis  of  whether  or  not  you're  meeting  the  objectives 
of  the  Medicaid  program,  and,  less  so,  on  whether  you  are  crossing 
all  the  "t's"  and  dotting  all  the  "i's."  I  rather  suspect  that  is 
the  only  type  of  evaluation  that  is  possible  right  now. 

Many  of  you  have  talked  to  me  about  technical  assistance, 
and  not  in  very  glowing  terms,  talking  about  the  absence  of  it 
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or  the  inadequacy  of  it.     Well,  here's  one  form  of  technical 
assistance  that  I  think  is  going  on  and  is  reasonably  effective  - 
that  which  is  being  provided  by  the  Institute  for  Medicaid  Manage- 
ment.    I  think  we  want  to  strengthen  the  work  of  the  Institute  on 
information  exchange,  on  publications  and  on  arranging  for  confer- 
ences to  meet  your  needs.     So  this  we  will  definitely  support. 

The  other  part  of  this  which  is  more  specific,  one-on-one 
type  of  technical  assistance,  here  I'd  like  to  ask  your  help. 
And  it  doesn't  do  any  good  to  stand  up  here  and  say  we're  going  to 
be  all  things  to  all  people.     You  tell  us  what  your  needs  are  and 
we're  going  to  meet  them.     I  think  what  we  would  like  from  you  is 
to  identify  the  areas  in  which  you  most  need  and  want  technical 
assistance  and  we  will  try  to  gear  up  to  meet  those  few  areas 
which  you  identify,  and  provide  the  most  competent  technical 
assistance  we  can. 

For  those  other  areas  which  may  be  unigue  needs  in  one  or  a 
few  States,  I  think  it  may  be  more  cost  effective  and  more  benefi- 
cial to  ask  you  if  you've  got  expertise  in  a  particular  area,  to 
provide  technical  assistance  to  each  other.     Or  it  might  even  be 
more  cost  effective  and  more  programmatically  effective  if  we  even 
employed  consultants  to  provide  technical  assistance  in  these 
other  areas. 

We  don't  want  to  overpromise  in  this  area.     We'd  like  for  you 
to  identify  your  needs  and  we'll  try  to  gear  up  to  meet  those 
needs  that  most  States  identify. 
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And  then  MMIS.     I  had  lunch  with  Robert  Nakamoto  the  other 
day  and  I  was  pleased  to  hear  from  him  that  by  the  end  of  the 
year  we're  going  to  have  almost  half  of  the  States  certified 
for  MMIS.     I've  also  heard  that  most  of  the  States  that  are  not 
certified  are  in  the  pipeline  for  certification  down  the  road. 

I  think  this  is  extremely  important  because  I  think  the 
quality  of  our  management  is  going  to  depend  upon  the  accuracy 
and  the  timeliness  of  the  information  with  which  we  have  to  work 
and  MMIS  is  the  vehicle.     I'm  going  to  be  very  much  interested  in 
finding  out  why  it  has  taken  so  long  -  the  law  has  been  on  the 
books  for  six  years  -  not  in  the  interests  of  finding  fault,  but 
only  to  see  how  we  can  speed  up  the  process. 

Certainly  for  management  purposes,  but  for  this  very  impor- 
tant legislative  relations  purpose,  you  know,  we  need  information 
to  support  our  position  and  I  think  MMIS  properly  constituted  is 
the  vehicle  which  will  produce  this  information  for  us. 

And  lastly,  you  and  I  can  get  together  for  all  the  meetings 
in  the  world  and  talk  about  mutual  problems  and  mutual  goals, 
mutual  objectives  but  unless  we  can  find  more  effective  ways  in 
getting  to  the  policymakers  in  our  States  and  in  the  national 
aovernment,  all  the  discussions  we  have  will  be  for  naught.  I 
think  we  need  to  find  ways  for  more  effective  dialogue  with  the 
policymaking  persons  and  bodies,  both  in  the  National  government 
and  in  State  governments  and,  again,  I'd  welcome  your  suggestions 
on  this. 
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I  think  enough  has  been  said  about  some  of  the  program  issues. 
To  let  you  know  where  I'm  coming  from,  I  think  that  we  need  to 
address  the  issues  of  long  term  care  and  not  just  on  the  cost 
lines.     I  think  we  really  need  to  look  more  aggressively  at 
alternatives  to  long  term  care.     It  disturbs  me  very  much  as  I 
hear  from  State  after  State  that  so  many  of  the  persons  in  long 
term  care  institutions  are  there,  not  for  medical  reasons,  but  for 
social  reasons. 

I  think  we've  got  to  break  through  the  either/or  dilemma  of 
absent  or  inadeguate  care  in  an  elderly  or  disabled  person's  own 
home  as  opposed  to  like  sentences  in  long  term  care  institutions. 
I  think  we  need  to  get  our  collective  brains  together  to  deter- 
mine how  we  can  establish  a  continuum  of  care  to  provide  care  in 
the  most  appropriate,  the  most  humane,  and  also  the  most  cost 
effective  settings. 

Problems  of  availability  and  accessibility.     Again,  you've 

heard  an  awful  lot  about  this.     The  crazy  thing  is,  you  know,  some 
of  our  policies  are  working  against  this  whole  issue  of  availabil- 
ity and  accessibility.     It  doesn't  do  one  bit  of  good  to  have  a 
financing  program  for  health  care  if  the  eligible  recipients,  for 
geographic  reasons,  demogaphic  reasons,  economic  reasons,  or 

political  reasons,  are  denied  accessibility.     I  think  we  need  to 
address  these  issues  very  aggressively. 

We  know  that  health  care  is  continuing  to  escalate  at  a 
shameful  pace.     I  think  we  need  to  ask  what  we're  getting  for  the 
money  we're  paying.     I'm  concerned  that  we're  not  buying  health 
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care,  we're  buying  medical  care.     The  two  are  not  necessarily  the 
same.     I  think  there  are  a  number  of  quality  issues  that  we  need 
to  continue  to  address.     Who  makes  the  determinations  as  to  what 
is  quality  care?    Do  we  really  know  what  is  quality  care?  Should 
we  leave  this  determination  up  to  the  medical  professionals  alone, 
or  do  the  consumers  of  health  care  have  some  rights  in  this 
matter?     In  government  --  as  financers  of  health  care  for  our 
beneficiaries,  are  we  at  least  shared  consumers  for  health  care? 
In  predepression  days,  the  quality  of  care  and  accessibility  of 
care  was  pretty  much  limited  to  what  a  patient  and/or  his  family 
and  the  doctor  agreed  the  patient  could  afford.     With  health  care 
costs  escalating  in  double  digit  figures,  should  not  we  as  govern- 
ment policy  makers,  have  the  right  to  determine  what's  the  best 
care  we  can  provide  within  the  limits  of  what  we  can  afford  to 
pay? 

In  health  care,  I  think  we  all  agree  that  more  is  not  neces- 
sarily better.     But  this  thing  is  colored  by  an  awful  lot  of  poli- 
tical, ethical  and  emotional  overtones.     When  indeed,  more  is 
better,  the  cost  of  more  is  disproportionate  to  the  number  of 
people  made  better.     I  don't  have  answers  to  some  of  these  issues 
but  I  think  these  are  the  things  we  need  to  continue  a  dialogue  on 
and  try  to  come  up  with  some  good  direction. 

I'd  like  to  close  my  remarks  on  a  very  personal  note.  I 
agree  with  the  comments  that  Glen  Johnson  made  about  communica- 
tions.    I  think  these  are  all  important.     As  I  go  into  Washington 
I  do  want  to  make  this  request  of  you.     It's  the  same  request 
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I  made  of  the  Regional  Office  people  the  other  day.     I  want  to 
maintain  good  communications  with  you.     I  want  to  hear  from  you 
through  your  regular  channels  of  your  council  and  through  your 
committee  framework  which  I  think  is  wonderful.     I  want  to  hear 
from  you;  what  your  ideas  are.    We  want  to  work  with  you.     But  I 
also  want  to  hear  from  you  individually.    And  I  want  to  hear  what 
your  concerns  are,  what  your  suggestions  are.     Yes,  I  want  to  even 
hear  your  complaints.     I  can't  promise  you  that  we  will  always 
agree,  because  I'm  sure  we  will  not.     I  can't  promise  you  that  I 
will  not  be  announcing,  supporting  and  defending  policies  that 
maybe  neither  you  nor  I  personally  will  like.     I  would  just  plead 
with  you  when  this  happens,  and  it's  going  to  happen,  don't  shoot 
the  pianoplayer  because  you  don't  like  the  tune  he  is  playing. 
I  can  promise  you,  however,  that  I  intend  to  be  accessible.  I 
intend  to  listen  to  you,  either  individually  or  collectively. 

And  then  lastly,  I  have  been  in  Washington  before  in  a  dif- 
ferent capacity  and  I  am  familiar  with  the  disease  that  is  rather 
endemic  in  that  area,  "Potomac  fever".     If  any  of  you  perceive  me 
showing  symptoms  of  "Potomac  fever"  and,  in  your  judgment,  you 
think  I'm  losing  touch  with  reality,  be  a  friend  enough  and  let 
met  know.     Say,  hey,  Dick,  you  better  come  out  of  here  and  get 
your  feet  back  on  the  ground.     Thank  you. 
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Assistant  Supervisor,  Medical 
Units 

Department  of  Institutions 
Social  and  Rehabilitative 

Services 
P.O.  Box  25352 

Oklahoma  City,  Oklahoma  73125 
ROY  WIESE,  RPh 

Program  Manager,  Pharmaceutical 

Services 
Department  of  Human  Resources 
John  H.  Reagan  Building 
Austin,  Texas  78701 

DINAH  WILLIAMS 
Administrative  Assistant 
Ohio  Department  of  Public 
Welfare 

Division  of  Public  Assistance 
30  E.  Broad  Street,  31st  Floor 
Columbus,  Ohio  43215 

IRVING  WOLMAN,  M.D. 
Medical  Consultant 
Office  of  Medical  Programs 
Department  of  Public  Welfare, 

Pennsylvania 
7704  Woodlawn  Avenue 
Melrose  Park,  Pennsylvania  19126 

JACK  E.  W0RTHINGT0N 
Commissioner,  Medical  Assistance 
Medical  Services  Administration 
State  of  Alabama 
2500  Fairlane  Drive 
Montgomery,  Alabama  36130 

BRUCE  YARW00D 
Deputy  Director 
Department  of  Health 
State  of  California 
714  P  Street 

Sacramento,  California  95814 
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FEDERAL  -  REGIONAL  OFFICE 


REGION  I 

JOHN  D.  KENNEDY 

(Acting)  Regional  Administrator 
Region  I 

Health  Care  Financing 

Admimstration/DHEW 
John  F.  Kennedy  Federal 

Building 
Boston,  Massachusetts  02203 

ROBERT  BAVELOCK 

(Acting)  Branch  Chief,  State 

Operations 
Region  I,  Medicaid/HCFA/DHEW 
John  F.  Kennedy  Federal  Center 
Boston,  Massachusetts  02203 

ALFRED  FU0R0LI 

(Acting)  Regional  Medicaid 

Director 
Region  I,  Medicaid/HCFA/DHEW 
John  F.  Kennedy  Federal  Center 
Boston,  Massachusetts  02203 

REGION  II 

JUDITH  RACKMILL 
(Acting)  Chief,  Program 

Operations 
Region  II,  Medicaid/HCFA/DHEW 
Federal  Center 
New  York,  New  York  10007 

THEODORE  SHULMAN 

(Acting)  Regional  Medicaid 

Director 
Region  II,  Medicaid/HCFA/DHEW 
Federal  Center 
New  York,  New  York  10007 

TECLA  KERN 

Supervisory  Medicaid  Specialist 
Region  II,  Medicaid/HCFA/DHEW 
Federal  Center 
New  York,  New  York  10007 


REGION  III 

ALVIN  A.  PEARIS 

(Acting)  Director,  Program 

Operations  Division 
Region  III 

Medicaid  Bureau/HCFA/DHEW 
P.O.  Box  7760 

Philadelphia,  Pennsylvania  19101 

ALWYN  L.  CARTY 
(Acting)  Regional 

Administrator  \ 
Region  III 

Health  Care  Financing 
Admimstration/DHEW 
3535  Market  Street 
Philadelphia,  Pennsylvania  19101 

REGION  IV 

JACK  C0N0RT 

(Acting)  Director,  Division  of 

Management 
Region  IV,  Med ic aid/HC FA/DHEW 
101  Marietta  Tower,  Suite  602 
Atlanta,  Georgia  30323 

RANDOLPH  T.  GRAYD0N 
Medical  Services  Specialist 
Region  IV 

Medicaid  Bureau/HCFA/DHEW 
101  Marietta  Tower,  Suite  602 
Atlanta,  Georgia  30323 

RICHARD  MORRIS 

(Acting)  Regional  Medicaid 

Director 
Region  IV,  Medicaid/HCFA/DHEW 
Atlanta,  Georgia  30323 

REGION  V 

W.JOHN  DYE 

Medicaid  Operations 

Region  V,  Medicaid/HCFA/DHEW 

300  S.  Wacker 

Chicago,  Illinois  60606 
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MARTIN  D.  STANTON 

(Acting)  Chief,  Division  of 

Management 
Region  V,  Medicaid/HCFA/DHEW 
300  S.  Wacker  Drive 
Chicago,  Illinois  60606 

GEORGE  R.  HOLE AND 
(Acting)  Regional  Medicaid 

Director 
Region  V,  Medicaid/HCFA/DHEW 
300  S.  Wacker  Drive,  30th  Floor 
Chicago,  Illinois  60606 

REGION  VI 

JAMES  A.  ADAMS 

(Acting)  Regional  Medicaid 

Director 
Region  VI,  Medicaid/HCFA/DHEW 
1200  Main  Tower 
Dallas,  Texas  75202 

JACK  T.  EINDH0LM 

Senior  Program  Integrity 

Specialist 
Office  Program  Integrity/HCFA/ 

DHEW 
Region  VI 
1200  Main  Tower 
Dallas,  Texas  75202 

BILL  McCUTCHEN 

(Acting)  Director,  Division  of 

Program  Operations 
Region  VI,  Medicaid/HCFA/DHEW 
1200  Main  Tower  Building 
Dallas,  Texas  75202 

JUANITA  P.  H0RT0N 
Pharmacist /Consult ant 
Region  VI,  DHSD/DHEW 
1200  Main  Tower  Building, 

Room  1735 
Dallas,  Texas  75202 

J.D.  SCONCE 

Regional  Administrator,  HCFA 
1200  Mam  Tower  Building 
Dallas,  Texas  75202 


RALPH  TUNNELL 

(Acting)  Director 

Office  Program  Integrity/HCFA/ 

DHEW 
Region  VI 

1200  Main  Tower  Building 
Dallas,  Texas  75202 

REGION  VII 

JOHN  R.  M0REFIELD 

(Acting)  Director,  Division  of 

Management 
Region  VII,  Medicaid/HCFA/DHEW 
601  East  12th  Street 
Kansas  City,  Missouri  64106 

WILLIAM  R.  BLAKE,  JR. 
(Acting)  Regional  Medicaid 

Director 
Medicaid  Bureau/HCFA/DHEW 

Region  VII 
New  Federal  Office  Building 
601  East  12th  Street 
Kansas  City,  Missouri  64106 

donald  l.  Mclaughlin 

(Acting)  Director,  Program 

Operations  Division 
Region  VII,  Medicaid/HCFA/DHEW 
601  East  12th  Street 
Kansas  City,  Missouri  64106 

REGION  VIII 

GEORGE  LOVE 
Acting  Director 

Division  of  Program  Operations 
Region  VIII,  HCFA/DHEW 
1961  Stout  Street 
Denver,  Colorado  80294 

MARION  E.  SKINNER 

(Acting)  Director,  Division  of 

Management 
Region  VIII,  Medicaid/HCFA/DHEW 
Room  11037,  Federal  Office 

Building 
1961  Stout  Street 
Denver,  Colorado  80294 
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C.  SALAZAR,  JR. 

(Acting)  Regional  Medicaid 

Director 
Region  VIII,  Medicaid/HCFA/DHEW 
Denver,  Colorado  80294 

REGION  IX 

IRWIN  HOFF 

(Acting)  Regional  Medicaid 

Director 
Region  IX,  Medicaid/HCFA/DHEW 
50  Fulton  Street 

San  Francisco,  California  94102 

RALPH  F.  0STR0M 

Acting  Director  of  Management 

Region  IX  Medicaid  -  HCFA 

50  U.N.  Plaza  -  Room  440 

San  Francisco,  California  94102 

CHARLES  A.  W0FFINDEN 

Acting  Director,  Division  of 

Program  Operations 
Region  IX 
50  U.N.  Plaza 

San  Francisco,  California  94102 

REGION  X 

CARL  D.  C0GGINS 

(Acting)  Regional  Medicaid  Directo 
Region  X,  Medicaid  Bureau/HCFA/ 
DHEW 

1321  Second  Avenue 
Seattle,  Washington  98101 
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FEDERAL  -  CENTRAL  OFFICE 


CARL  ALLEN 

Chief,  Policy  &  Data  Analysis 
Branch 

Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

VIRGINIA  BALDERRAMA 
Chief,  Health  Branch 
Office  of  Compliance  & 

Enforcement 
Office  of  Civil  Rights/DHEW 
Washington,  D.C.  20201 

LIZA  BARNES 

Program  Analyst 

Eligibility  Branch,  DPS/MMB/ 

HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

MICHAEL  BARTH,  PhD 

Deputy  Assistant  Secretary  for 

Income  Security  Policy/OS/DHEW 
Washington,  D.C.  20201 

ANNE  BECKMAN 

Attorney  Advisor 

Office  of  Civil  Rights 

330  Independence  Avenue,  S.W. 

Washington,  D.C.  20201 

FRANCIS  BENDER 

Third  Party  (Medicaid) 

Coordinator 
Institute  for  Medicaid 

Management/OSO/MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

TIMOTHY  J.  CARR 
Reimbursement  Specialist 
Mental  Health  Services  Finance 
National  Institute  of  Mental 

Health/PHS/DHEW 
5600  Fishers  Lane 
Rockville,  Maryland  20857 


HALE  CHAMPION 

The  Under  Secretary 

U.S.  Department  of  Health, 

Education,  and  Welfare 
Washington,  D.C.  20201 

WILLIAM  E.  CLEAVER 
Technical  Assistant  (Compute 

Systems  Analyst) 
Division  of  Information 

Systems/OSO/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

3 AMES  R.  COLE 

(Acting)  Director,  Division 
State  Management/OSO/MMB 
HCFA/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 

MICHAEL  H.  COOK 
Attorney 

Office  of  General  Counsel/ 
DHEW 

330  C  Street,  S.W. 
Washington,  D.C.  20201 

RICHARD  DAVISON 
Regional  Liaison  Officer 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

ROBERT  DERZON 
Administrator 
Health  Care  Financing 
Admimstration/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

MILTON  DEZUBE 

Chief,  Institutional 
Reimbursement  &  Fiscal 
Standards  Branch/DPS/MMB/ 
HCFA/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 
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EDYTHE  P.  DUVERNAY 
Conference  Support  Staff 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

GEORGE  J.  ERSEK,  JR 
Public  Health  Advisor 
DHEW,  Health  Services 

Administration 
Bureau  of  Community  Health 

Services 
Parklawn  Building 
5600  Fishers  tane 
Rockville,  Maryland  20852 

JAMES  C.  ESHEtMAN 

Chief,  Eligibility  Branch/DPS/ 

MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

MICHAEt  C.  FORREST 
Financial  Advisory  Services 
Officer 

Division  of  Grants  &  Contracts 

Management 
Office  of  the  Administrator/ 

ADMHA/PHS/DHEW 
5600  Fishers  tane 
Rockville,  Maryland  20857 

DR.  PETER  D.  FOX 

Acting  Administrator  for  Policy 

Analysis 
Office  of  Policy,  Planning  & 

Research/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

VINCENT  R.  GARDNER 

(Acting)  Director,  Office  of 

Pharmaceutical  Reimbursement/ 

MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

BERTHA  J.  HAMMETT 
Conference  Support  Staff 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 


CtEO  HANCOCK 

Social  Science  Analyst 

Office  of  Program  Development/ 

HSQB/HCFA/DHEW 
5600  Fishers  tane 
Rockville,  Maryland  20852 

WILLIAM  L.  HICKMAN 
(Acting)  Director,  Division 

of  Analysis  &  Evaluation 

MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

DAVID  S.  HURWITZ 

Deputy  Associate  Commissioner 

Office  of  Family  Assistance/ 

SSA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

JAMES  S.  KOtB 
(Acting)  Deputy  Director 
Office  of  Child  Health 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

VICTOR  KUGAJEVSKY 

Acting  Director 

Division  of  Quality  Control  - 

Medicaid/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

JUDITH  LAV0R 

Office  of  Policy,  Planning, 

&  Research 
Health  Care  Financing 

Admimstration/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

FRANK  L.  LEE 
Program  Analyst 
Division  of  Analysis  & 

Evaluation/MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 
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LAWRENCE  LEVINSON 

(Acting)  Director,  Institute 

for  Medicaid  Management/OSO/ 

MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

LAWRENCE  LIPPE 

Assistant  Inspector  General  for 

Investigations 
Office  of  Inspector  General/DHEW 
Washington,  D.C.  20201 

3.  Patrick  McCarthy 

(Acting)  Director,  State 

Contract  Staff 
Office  of  State  Operations 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

EDITH  S.  MARSHALL 
Attorney/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

3.  MEL  MERCHANT 
Health  Care  Program  Analyst 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

DANIEL  METZMAN 

Program  Compliance  Officer,  0S0/ 

MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

ROBERT  NAKAMOTO 

(Acting)  Director 

Division  of  Information  Systems 

Medicaid  Bureau/HCFA/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 

EMILY  NICHOLS 

Chief,  Health  Services  Branch 
Division  of  Policy  and  Standards 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 


DON  NICHOLSON 

(Acting)  Director 

Office  of  Program  Integrity 

HCFA/DHEW 
Baltimore,  Maryland  21235 

OPAL  OWENS 

Program  Analyst 

MMB/HCFA/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 

EDWARD  L.  PALDER 
Conference  Coordinator 
Program  Analyst,  Institute  for 

Medicaid  Management/OSO/MMB/ 

HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

JAMES  F.  PATTON 
Chief,  Research  &  Development 
Branch 

Office  of  Program  Integrity/ 

HCFA/DHEW 
Baltimore,  Maryland  21235 

BARBARA  W.  PERRY 
Conference  Support  Staff 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

DIANE  ROWLAND 

Program  Analyst  -  Medicaid 

Office  of  Policy  Analysis/ 

Office  of  Policy,  Planning, 

&  Research  /HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

CHARLES  RUFF 

Deputy  Inspector  General 
Office  of  Inspector  General/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 
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PATRICIA  Q.5CH0ENI 
Director,  Office  of  Public 

Affairs 
HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

ROBERT  A.  SILVA 

(Acting)  Assistant  Bureau 
Director  for  State 
Operations/MMB/HCFA/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 

BEATRICE  W.  SMITH 

Management  Information  Systems 

Specialist 
Division  of  Information 

Systems/OSO/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

HECEN  SMITS,  M.D. 
Director 

Health  Standards  &  Quality 

Bureau 
HCFA/DHEW 
5600  Fishers  Lane 
Rockville,  Maryland  20852 

DR.  SELVIN  S0NKEN 
Dental  Advisor 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

HENRY  SPIEGELBLATT 

(Acting)  Director,  Division  of 

Policy  &  Standards/MMB/HCFA/ 

DHEW 

330  C  Street,  S.W. 
Washington,  D.C.  20201 

ELSIE  M.  TYTLA,  M.D. 
Medical  Advisor/MMB/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 


MARGARET  WASHNITZER 
Senior  Analyst 

Office  of  Inspector  General, 
DHEW 

330  Independence  Avenue,  S.W. 
Washington,  D.C.  20201 

PAUL  R.  WILLGING,  PhD 
Deputy  Director 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

CHAPIN  E.  WILSON,  JR. 
(Acting)  Chief,  Program 
Implementation  Branch 
Office  of  Child  Health 
Medicaid  Bureau/HCFA/DHEW 
330  C  Street,  S.W. 
Washington,  D.C.  20201 

LEE  W0UTERS 

State  System  Coordinator 

ASMB/DHEW 

330  C  Street,  S.W. 

Washington,  D.C.  20201 
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HEALTH  INSURANCE  INDUSTRY 


MARY  KAY  BRADY 

Government  Relations  Analyst 
BC/BS  of  Michigan 
600  East  Lafayette 
Detroit,  Michigan  48226 

THOMAS  GILLGANON 

Director,  Medicaid  Division 

BC/BS  of  Colorado 

700  Broadway 

Denver,  Colorado  80273 

LANCE  H0XIE 
Assistant  Director, 

Professional  Relations 
Blue  Cross  &  Blue  Shield 

Association 
233  N.  Michigan 
Chicago,  Illinois  60601 

EDWARD  P.  HUGHES 
Associate  General  Manager 
Prudential  Insurance  Company 

of  America 
P.O.  Box  471 

Millville,  New  Jersey  08332 

EDWARD  S.  KRAMER 
Assistant  Vice  President 
Operations  Coordinator 
Blue  Cross  of  New  Jersey 
33  Washington  Street 
Newark,  New  Jersey  07102 

DAVID  C.  MILLING 

Vice  President 

Blue  Cross  &  Blue  Shield  of 

South  Carolina 
Columbia,  South  Carolina  29216 

PATRICIA  D.  MULLEN 
Associate  Director 
Health  Education  Department 
Group  Health  Cooperative  of 

Puget  Sound 
200  15th  E. 

Seattle,  Washington  98112 


GEORGE  H.  SCH0BEL 

Vice  President 

Blue  Cross  of  Rhode  Island 

444  Wesminister  Mall 

Providence,  Rhode  Island  02901 

DONALD  G.  SL00 
Vice  President 
Blue  Cross  &  Blue  Shield  of 

Indiana 
120  West  Market  Street 
Indianapolis,  Indiana  46204 
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PROVIDER  ASSOCIATIONS 


JAMES  H.  PLEMING 
Assistant  Director 
Division  of  Medical  Practices 
American  Medical  Association 
535  N.  Dearborn  Street 
Chicago,  Illinois  60610 

DONNA  BARNAKO 

Director  for  Public  Affairs 
National  Council  of  Health 

Care  Services 
1200  -  15th  Street,  N.W. 
Washington,  D.C.  20005 

LAWRENCE  BARTLETT 
Senior  Policy  Analyst 
American  Public  Welfare 

Association 
1155  -  16th  Street,  N.W. 
Washington,  D.C.  20008 

DR.  THOMAS  G.  BELL 
American  Health  Care 

Association 
1200  15th  Street,  N.W. 
Washington,  D.C.  20005 

KENNETH  E.  HANSON 
Vice  President 

National  Pharmaceutical  Council 
1030  -  15th  Street,  N.W. 
Washington,  D.C.  20005 

WILLIAM  M.  HERMELIN 
Legislative  Counsel 
American  Health  Care 

Association 
1200  15th  Street,  N.W. 
Washington,  D.C.  20005 

BRIAN  3.  McNEELEY 
Director  of  Drug 

Reimbursement  Programs 
National  Association  of  Chain 

Drug  Stores 
1911  Jefferson  Davis  Highway, 

Suite  504 
Arlington,  Virginia  22202 


BRUCE  THEVEN0T 
American  Health  Care 

Association 
1200  -  15th  Street,  N.W. 
Washington,  D.C.  20005 

CARL  E.  WEND0RE 

Staff  Specialist 

American  Hospital  Association 

840  N.  Lake  Shore  Drive 

Chicago,  Illinois  60611 

HARRY  WEEKS,  M.D. 

President,  American 

Association  of  Professional 
Standards  Review  Organization 

1900  M  Street,  N.W. 

Washington,  D.C.  20036 
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PROVIDERS 


MICHAEL  BENENSON 
Plushing  Manor 
35-15  Parsons  Manor 
Plushing,  New  York  11354 

JOHN  BINGAMAN 
President 

Four  Seasons  Nursing  Centers 
3838  NW  36th  Street 

Box  12123 
Oklahoma  City,  Oklahoma  73112 

BUCK  BROCK 

Community  Care  Services 

2137  Sunset  Road 

Des  Moines,  Iowa  50321 

KENNETH  GARWOOD 
Hillhaven,  Inc. 
515  South  M  Street 
Tacoma,  Washington  98405 

DAVID  GUILLOT 

11762  S.  Harrells  Ferry  Road 
Baton  Rouge,  Louisiana  70816 

PAUL  KARSERAS 
Vice  President 

Progressive  Medical  Group,  Inc. 
101  North  Lynnhaven  Road 
Virginia  Beach,  Virginia  23452 

ROGER  LIPITZ 

Medical  Services  Corp.  (MSC) 
21  West  Building 
Towson,  Maryland  21204 

john  Mccarty 

Chastains,  Inc. 

Spirit  of  St.  Louis  Air  Park 

Chesterfield,  Missouri  63017 

JOHN  MOODY 

Operations  Director 

Manor  Care,  Inc. 

10800  Lockwood  Drive 

Silver  Spring,  Maryland  20901 


FRED  PLUMMER 
Hillside  Manor 
4720  -  23rd  Street 
Missoula,  Montana  59801 

JAMES  R.  PLUNKETT 

Nursing  Home  Administrator, 

Consultant 
American  Health  Care  Task 

Force  on  Legal  Strategy  & 

Payment  for  Services 
c/o  Woodlawn  Manor  Nursing 

Home 
289  Elm  Street 

Everett,  Massachusetts  02149 

KENNETH  ROBINSON 
Maine  Health  Care  Association 
284  Brunswick  Avenue 
Gardiner,  Maine  04345 
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OTHERS 


DR.  JOHN  ANDERSON 

Professor,  School  of  Management 

Sciences 
Room  737 

Business  Administration 
271  19th  Avenue,  South 
University  of  Minnesota 
Minneapolis,  Minnesota  55455 

BILL  W.  BELL 
Institutional  Planner 
Roche  Laboratories 
340  Kingsland  Street 
Nutley,  New  Jersey  07110 

DAVID  BISHOP 

Government  Services  Director 
Wolf  and  Company 
1101  -  17th  Street,  N.W. 
Washington,  D.C.  20036 

DAVID  E.  CHAVKIN 

Senior  Staff  Attorney 

National  Health  Law  Program 

2401  Main  Street 

Santa  Monica,  California  90405 

MARIO  V.  CR0CE 
Planning  Research  Corp. 
7600  Old  Springhouse  Road 
McLean,  Virginia  22101 

DAN  DeBUSSCHERE 
Electronic  Data  Systems 
7171  forest  Lane 
Dallas,  Texas  75230 

JOHN  DR0BNY 
Management  Consultant 
Haskins  and  Sells 
200  E.  Randolph 
Chicago,  Illinois  60601 

JUDY  DUNN 

Electronic  Data  Systems 
7171  forest  Lane 
Dallas,  Texas  75230 


BARBARA  ERIEDLAND 

Manager,  Health  Care  Programs 

Warner  Chilcott 

201  Tabor  Road 
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